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Maytag® Jetclean® |l Dishwasher

Maytag™ Cordless
jron, Cradie and Hood
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; Jade™/Dynasty™ Dual-Fuel
L Range and Vent Hood

Hoover® WindTunnel™ Dual V™
VYacuum Cleaner

Jenn-Air® Microwave/Wall Oven
Combination

Dixie-Narco® Vender

! Meytag® Neptune® TL
¥Washer and Dryer

Amana® Easy Reach™
Refrigerator

Experience Maytag.

Smell warm cookies baking in a Jenn-Air® wall oven. Taste fresh milk straight off the shelf of an Amana®
refrigerator. Touch a fluffy towel as it exits a Maytag® Neptune® dryer. Feel what clean means to bare feet
after the Hoover® Floor Mate™ cleaner’s been there. See the shine and hear the squeak of spotless dishes
fresh from a Maytag® Jetclean® II dishwasher. Select a cold drink from a Dixie-Narco® vender. Maytag
Corporation is home to a portfolio of brands that create those experiences and more for consumers every
day ... experiences that make lives easier and more enjoyable. Headquartered in Newton, Iowa, our 20,860
employees design, build and market home and commercial appliances, floor care products and vending systems
recognized for their innovative features and superior performance.
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Maytag Corporation.

A Work In Progress.

Ralph F, Hake, Chairman and CEO

CEAG GRA, TT Ayl Ao v, TO say we made progress
‘n 2002 feels like an understaternent. We began the year with

clear cirection and several critical inftiatives. Our people workee
extremely hard, and 365 days later, | am proud te report that we

accomplished immense, measurable results in & short period of time.

Whet's mere, we accomplished these significent gains against &
backerep of uncertein economic indicators, shaky financial markets
and keen competition. | think it speaks velumes albout our
oeople’s commitment, capablilities and ereativity. What fellows

is truly @ progress report.
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Good numbers, getting better
It wasn't a record year, but certainly a noteworthy one that positions us well for 2003. We accomplished significant
gains in a challenging environment.

The good news is the consumer continued to purchase replacement appliances, and the U.S. housing market
showed stable to modest growth. Our vending business also posted an excellent year, despite a shrinking industry.

The numbers go like this: Sales growth of 11.5 percent. Comparable net income* up 65.6 percent.

Comparative earrings per share* of $2.93 versus $1.77 in 2001. Strong cash flow, despite increased pension funding.

We made solid progress by doing what we said we would. Create and leverage new products. Rein in costs.
Elevate quality. It wasn’t without a lot of hard work and without making some difficult decisions as we aggressively
improve our cost structure.

In 2003, our crusade to grow continues. We'll grow by continued execution on a clear strategy: Deliver innovative

products supported by our preferred brands. Be best in class in quality and cost.

Ket Sales Financial Highlights

{In Billions)

$371 5395 $3.89 $4.19

Dollars in millions, except per share data g 2001
DUU Netsales ............ e ‘ $ 41851
Operating income ................. e 289.2

or o2

Percent of sales . . . ... e ‘ 6.9%
Operating Income® Income from continuing operations
Excluding Special Items
(bn Milki ) . .
s--zsn o before special items* .. ...... e $ 139.0
§510.5 i
Percentofsales™ ..................... ' 3.3%
$298.9 . .
Diluted earnings per share® ............ 8 1y
i Diluted average shares outstanding ........ : 78.6
Dividends paid on common stock ......... $ 551
ead Eormin 7 .
D”5”teicﬁiﬂz’;"ﬁjff:m?ha’e Per share of common stock ............ 0.72
$3.66 it ndin, . : 1
$3.00 S50 Capital spending ...............coioun. 45.6
8177 Depreciationexpense ................... o 148.4
D Number of shareowners ................. 26,658
8 o9 Number of employees ............. e ' 21,755

{1) Operating income includes an $8.3 million gain on the sale of a distribution center and $67.1 million in special charges. Income from continuing
operations before special items excludes the $5.5 million after-tax gain on the sale of distribution center and $44.3 miilion after-tax special charge.
Application of the nonamortization provisions of SFAS No. 142, "Goodwill and Other Intangible Assets,” effective for fiscal years beginning after
December 15, 2001, resulfted in an increase in operating income and income from continuing operations before special items of approximately

$10 mitlion for the year 2002. 2002 includes a full year of earnings from Amana that was acquired effective August 1, 2001. Maytag integrated Amana
activities within its ex sting appliance organization during 2002, and Amana’s 2002 net sates are not distinguishable.

(2) Net sales include §294.8 miliion of Amana sales. Amana was acquired effective August 1, 2001. Operating income includes $9.8 million in special
charges. Income from continuing operations before special items excludes the following special items, net of tax: $6.2 miliion in special charges,
$7.2 million loss on securities, $5.2 million extraordinary item and $3.7 million cumulative effect of accounting change, as well as a $42 million tax benefit.

Prior year resuits have been restated to reflect the adoption of The Financial Accounting Standards Board Emerging Issues Task Force 01-9 which
requires companies to classify certain sales incentive costs as a reduction of sales. These costs were previously classified in selling, general and
administrative expens2. There was no impact on Maytag’s operating income or net income as a result of the new accounting policy.

* See “Management’s Oiscussion and Analysis of Financial Condition and Results of Operations” in the enclosed Form 10-K for a reconcifiation of this
performance measurement to the most directly comparable GAAP financial measure.
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Experience innovation.

Consumers can quickly see as well as experience innovation in the next generation of refFgeration
applisnces built by the best-known and most trusted names in the industry: Amana’, Maytag and
Jenn-Als”. Qur kid-friendly Amana” Basy Reach™ Plus features increased storage space to put more
fresh food on top where it’s casily seen and accessed. The aew Kenmore Elite” Trio’™ refrigerator,
which wes designed and marketed with Sears, Rochuck end Co., has a unique armoire design thet combines
the best of side-by-side and bottom (reezer refrigerators, giving consumers more and smarier storage

0 ever hefore, And in 2003, the under counter Jena-Afr'" Built-In Wine Chiller launches. The wine

ler stores up to §o bottles of wine at proper temperature and humidity
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We'll realize a full-year benefit from innovative new products that were launched in 2002, and we'll introduce more

new products in our major appliance, floor care and vending equipment lines, as well as many product extensions.

We will also see results from change initiatives in cost and quality that will fundamentally improve our

competitive position.

Creative minds don‘t think alike

Maytag's heart and soul is about making products superior in the way
they look and the way they perform. About making every day tasks easier
and less time consuming. About meeting today’s requirements for distinctive
and individual style.

Products debuting this year do just that.

For consumers today, a dishwasher is no longer a luxury; it's a necessity,
and the bigger, the better. In 2002, Maytag revolutionized the industry
once again with the Maytag Jetclean |l three-rack dishwasher - the first in
the world with a full third rack. It offers the tallest tub available and is
unsurpassed in cleaning performance.

We're making history with our refrigerators as well. A few decades
ago, a 32-inch refrigerator was considered mammoth, and the special
features included a sliced ice tray for fast ice making. Today, that model
could fit inside the new 48-inch Jenn-Air Luxury Series built-in refrigerator,
along with a couple weeks worth of groceries. You can personalize it
inside and out to reflect your style and storage needs and an advanced
temperature management system keeps food its freshest.

On the heels of Hoover's introduction of the highly successful
Floor MATE hard-floor cleaner, the SteamVac Dual V deep cleaner and
WindTunnel Dual V upright vacuum hit the marketplace. These latest cleaning
powerhouses use new technology to focus suction into dual V-shaped
paths that spread fibers for deep cleaning.

This year, we're redesigning many home appliance platforms. Hoover
will unveil several all-new floor care products, and our Dixie-Narco unit will
launch a new platform vender in addition to growing its refurbishment and
coin-changing business.

New or redesigned products will be introduced in every category and
every quarter throughout 2003. All these products will improve our share,
profitability and support earnings growth.

Innovation isn't just about coming up with great ideas. It's all about
execution. in 2002, our product development and quality improvement
initiatives overhauled our processes to get new products to market faster

and to ensure that best-in-class quality is built in from the very beginning.

are erftical components e the )
take meow produsts frem mind te maret.
inereased funding ef beth RED ane:
adhverising by 38 percent. State-ol-the-art
RED test lelbs n Newten a7 prime exam-
ples ef hew that Ivestment fs supporing
future growih. Pretetype ene new
eppllences are vigereusly tested for
performancs and evalueied for reliebiliy.
New materials ane analyzed for use in owr
procuets, And ihe consumer selenee leld
perferms marketing resesreh for all
Meyiag forands, These laiss were designed
wiih envirenmenta! respensibllity in mine.
The weter recyeling anc Milration system
in dhe relisblity leb ean save up te 200,000
gellens ef weter cally - water that dossn’t
need o be dravn Frem the diy or ele-
cherged ine the munidpel sewer system.
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Hundreds of Maytag people participated in surveys, dialogues and benchmarking to chart these new processes.
Their work is defining a more disciplined, uniform approach that will fundamentally change the way products are
conceived, developed, manufactured and introduced.

In 2003, our quality initiative will take further root as more disciplined, data-driven processes are integrated to
measure and track quality from the time a product is conceived through design and production phases. The goal is

clear and achievable: best-in-class quality.

Competition ... vis-a-vis the auto industry
Walked down the aisles of your favorite appliance store fately? Or visited
your local discount retailer? Chances are you saw some new brand names
hitting the marketplace. The dynamics are changing, much like they have
in the auto industry. Competition is intense and is coming from both foreign

as well as domestic sources.

This emerging global competition, along with escalating costs for
healthcare, pension programs and steel, makes it imperative that we
become more productive, eliminate waste and inefficiencies and produce
more with less. Whether it's washing machines or refrigerators, vacuum
cleaners or vending machines, our charge must be to build them better -
best-in-class cost, best-in-class quality. We're well on our way.

Like our quality initiatives, our efforts to attack costs are formidable,
too. Selling, general and administrative expenses were favorable compared

to 2001 thanks to our corporate-wide cost reduction initiatives. We

achieved this considerable improvement while investing 9 percent more
You m@
oS
Teke weshars ) BRI
st oF see new eur dishwashers staek up. moving ahead with actions that generated annualized cost savings of
The concat is raelly ebout previding eon-
sumers the ulimane & oppfn% gp@ fenee
v & mew it ing efforts, including strategic sourcing, which leverages our size and scale to
the lbest apple “»’r@ﬁ *ﬁﬁ@ﬁ “ﬁ@gﬁ\ﬂ@ These reduce the number of vendors and get better pricing for all the goods
spreious are designed whih & Aew |
‘Bevtigue-style fermat 2
WETT SNE EonsUm ﬂcjy simesphere We also took a hard look at our current and future needs for information
w{ﬁﬁ”@ showeazng &l brends, ineuding

in advertising during 2002.

Our cost reduction team did an excellent job of identifying and

more than $100 million. This was accomplished through a multitude of

and services we buy.

technology. Our goal is to simplify our systems and better meet the information

amREG", Jc»“* /*W , Amam“, %@@v@f“ ane .
Mgty @@“@ e needs of our employees and customers. That means standardizing and
wide aiskes, consolidating, and we took major steps in 2002 to do just that. One of the
me ke 2% . . . . . . .
ane the o : biggest jobs was to convert nine manufacturing information systems into
{ T“‘)@( & EVER & C; "4’@05 ’)@\W am ) . .

kees ids eJSV? eccupled whle thel one, with a common language. Standardizing this system decreased support
parenis brewse. By the end of 20 03, costs by 25 percent and reduced the number of information management
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] to two, significantly improving performance and productivity.
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Combination Jade™/Dynasty™ Dual-Fuel Range

Experience satistaction.

| Today's kitchens are more demanding customization, style, functionality performance. Jenn-Alr |, Maytag'
| Amana’, Jade" Dynasty”™ and Magic Chef" appliances work to meet and exceed those consumer

| requirements in all categories end price ranges with ovens, cooktops and ranges that make cooking a

| special event. The Jenn-Alr” wall oven is among the best performing convection ovens on the market.
| gs exclusive cusved-glass styling and flush-to-cabinet installetion ensures the oven blends beautifully intw
any setting. The Jade ™ /Dynasey”™ range offers the workmanship of @ commercial product with the safeey
a0d elegance of a residentiel range.
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It helped our competitive position substantially that our people did an outstanding job integrating the

Amana organization. Amana not only enhances our scale and earnings, it also provides the basis for dramatic

leaps in our cost management and product portfolio.

A winning refrigerator business is a must for Maytag, and last year we committed to fix this business. To

compete effectively, we need a new design based on the Amana platform and we need to dramatically improve

our costs, quality and reduce our assets. After much thought, debate and analysis, the difficult decision was

made to close the Galesburg, lilinois, refrigeration plant by the end of
2004. As production is discontinued at Galesburg, new, redesigned
models will be produced at an existing facility in Amana, lowa, significantly
increasing utilization there, and a new lean manufacturing facility in
Reynosa, Mexico.

We took steps throughout the year to better manage our refrigeration
and laundry inventories as well, resulting in layoffs or short-term shutdowns at
several plants. Amana integration activities, like consolidating warehouses,
combining service and administrative functions and creating one, national
sales force, also resulted in job reductions.

Business decisions negatively affecting people’s lives are the most
painful. Working with our employees, our goal is to keep our U.S.
manufacturing plants competitively viable as consumers demand ever-
lower prices for the products they buy.

At the end of the day, we have to compete effectively. Costs will
continue to challenge us in the days ahead. Our pension and post retirement
healthcare expenses will increase substantially in 2003. Steel prices will
increase this year. As foreign and domestic competition mounts, improving

our cost structure will be a continuous process.

LeanSigma®: Power tools for the workplace

Hand-in-hand with cost management and our other change initiatives,

we are leveraging LeanSigma techniques to achieve best-in-class levels in
how we work. Key focus areas include product design, strategic sourcing
and manufacturing operations.

LeanSigma employs the two most powerful improvement processes
in both manufacturing and office settings today - lean manufacturing
and Six Sigma. The lean philosophy is based on the operating principles
developed by Toyota centered on how to do more with less, while
providing customers with what they want, when they want it. Six Sigma
uses high-level statistical tools to tackle the causes of process variability,
which can lead to defects, scrap and other waste. Maytag recognizes
these processes are perfect companions and has trademarked and

licensed the LeanSigma process.

—
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The LeanSigma methodologies give our employees the toolkit to deliver eye-opening results. Take our

Jackson, Tennessee, facility, for instance. The transition to lean manufacturing yielded a 24 percent productivity

improvement, 84 percent quality improvement and increased our plant capacity by 50 percent! At Dixie-Narco, defects

were reduced by 37 percent, while scrap and hours per unit were both reduced by 18 percent. Just a few

examples of the benefits LeanSigma is producing throughout Maytag. Our progress in this area continues.
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We will train and ingrain LeanSigma in our culture moving forward

and believe the prospects are many for operational gains.

An experience, a heritage, an opportunity
for growth

Okay. We're working harder and smarter on innovation, quality, costs. All
these contribute substantially to sustainable, profitable growth. We also
recognize we have a huge asset — our brand heritage - that we can use to
expand growth opportunities.

The new Maytag Store is one avenue that’s generating a lot of
excitement. These independently owned and operated stores take
consumer interaction to the next level by allowing shoppers to test drive
appliances before they buy. Large floor space and an "at home” atmosphere
welcome and encourage consumers to touch, feel, operate and discover
more about the spectrum of our brands, including Maytag, Jenn-Air,
Amana, Magic Chef and Hoover. Experts are on hand to answer any product
questions, but are trained to create a pressure-free environment to help
consumers choose the best appliance for their lifestyle and feel more satisfied
about their shopping experience. Currently, 29 stores are open in metropalitan
locations nationwide. We plan to add 20 more stores in 2003.

Two new groups, the Maytag Specialty Group and Maytag Services,
are charged with exploring and expanding other marketplace opportunities.
The Specialty Group is expanding product offerings in luxury kitchen
appliances for the home and commercial foodservice equipment to

complement our current premium appliance lines.

With Maytag Services, we're entering new markets and selectively
offering service on all major appliance brands. Consumers today have
fewer appliance service options. Our brand and heritage create a unique
opportunity to provide consumers with a quality service alternative.

We think the time and the marketplace are right to offer these highly
sought after services.

This year, we are also introducing a line of small appliances such as high-
end blenders, mixers and irons. They're unlike anything else on the market.
We're also developing a new line of business based on the elegant
integration of kitchen appliances, solutions and cabinetry with the highest

levels of customer service. The innovative kitchen, as we call it, will pilot
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Experience Maytag small appliances.

With the number one preferred brands in laundry, cooking and dishwashers, the strength and heritage of
our Maytag brands offer a great opportunity for growth. Innovative product extensions like these — the
Maytag™ Cordless Iron, Jenn-Air™ Blender and Jenn-Air™ Stand Mixer — stand out from the crowd
with their unique styles, benefits and performance characteristics. The Maytag™ Cordless Iron allows
completely unrestricted ironing, giving consumers the maneuverability to press hard-to-reach areas.

The Jenn-Air™ Blender showcases a 56-ounce glass pitcher that’s elegant enough to go straight from
blending to serving. The Jenn-Air ™ Stand Mixer sports a sleek, modern design and offers dozens of

options, including 10 solid-state speed selections and an innovative touch wheel to control mixing speed.
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in 2003 and feature luxury appliances, built-to-order customization and innovative modular solutions. These
kitchens are a "wow,” and they support our preferred brand strategy.

These new opportunities combined with Maytag International’s growth in countries like Canada, Mexico,
Australia and the U.K., as well as marketing and distribution initiatives, all build on our significant brand equity and

help fuel our growth engine.

All said ... jolb well done

Before closing, | would like to address corporate governance. Every public company, every shareholder, every
potential investor was shaken by last year’s crisis in corporate trust. | encourage you to read our full response to
this issue and an overview of our board and committee charters on the maytagcorp.com web site. Let me just
say that Maytag has long worked to ensure our board is independent, our financials are straightforward and the
information we share is accurate and timely. We support efforts to ensure all companies are held to the highest
standards in their ethics and financial reporting.

To sum up: 2002 was a year of significant progress. Our people achieved major improvements in virtually every
aspect of our business. Quality, innovation, product development, procurement, manufacturing, cost management,
sales and marketing ... there’s no question that Maytag is stronger and more competitive than it was a year ago.

Our people also clearly demonstrated their commitment and capabilities for change. Going forward, we must
make sure we reward, recognize and encourage employees to take risks and reach for stretch goals. A major initiative
next year will be people development. Training, organizational issues, reward systems — everything connected to
our people processes will be on the table for improvement.

My thanks to Maytag employees. Job well done.

My thanks to you as shareowners. We all ultimately work for you and appreciate your support and confidence.

In 2003, our work-in-progress intensifies as we continue to shape the future for a company with a strong
brand heritage, unwavering commitment to consumers and a passionate will to compete.

We proved last year that with hard work and constant focus we can achieve significant gains, despite a
challenging landscape. I'm confident we'll prove ourselves again in 2003 and realize even stronger results on our

way to providing you with sustainable, profitable growth.

Ralph F. Hake, Chairman and CEO
February 28, 2003

Maytag Code of Business Conduct Maytag Corporation and all of its business units are firmly committed
to conducting business with our consumers, customers, stockholders and employees in accordance with high moral
and ethical principles and in compliance with applicable law.

As part of this commitment, Maytag's Code of Business Conduct is regularly distributed to or posted for
employees, who are expected to follow the spirit, as well as the letter of law. The Code of Business Conduct is
posted on our web site at www.maytagcorp.com. We have a toll-free Ethics Alertline, 1-800-995-6523, that any
employee or business partner of Maytag should use to report ethical concerns about how we conduct business.

At Maytag, we place a high priority on managing our business in an ethical manner in order to maintain our

established reputation for integrity and dependability.
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Depend On Us™ |

Say Maytag, and the nostalgia begins. From /
the first washer in 1907 to the sophistication
of a Neptune® appliance today, Maytag has
stood the test of time as the trusted brand
for quality and dependability. Today, families
experience the superior performance of
Maytag dishwashers, refrigerators, cooking
appliances ... and of course, laundry products.
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Experience the herftage of our brands.
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 EJENN-AR.

/ Decades ago, Jenn-Air invented the self-
3 ventilated cooktop and cven, forever
changing the way home gourmets cook.
i That tracition of forward thinking is
still apparent in the elite line of Jenn-Air~
ovens, cooktops, refrigeratcrs, dishwashers |
i and kitchen accessories. 1

Engineering and design were at the heart
of Hoover when the “suction sweeper”
debuted in 1908. Those forces continue to
be center stage. With the No. 1 brand and
a name synonymous with advanced floor
care technology, Hoover innovation, quality
and performance back every product:
uprights, canisters, stick and handheld
vacuums, hard surface cleaners, extractors
and other home care products.




THE ART OF COMMON SENSE"™

Amana Refrigeration began making cold
storage lockers or coolers for grocery
stores and restaurants in the mid-1930s.
By the late '40s, its home products were
already well known for quality and
innovation. Today, design and convenient
features are built into every Amana®
refrigerator, dishwasher, cocking and laundry
appliance, proving to consumers that
practicality can be contemporary.
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Unlike their 1960's counterparts, 21st century
vending machines are beld and sophisticated.
The Dixie-Narco” name is unmatched in its
reputation for designing innovative vending
solutions for some of the world’s largest
soft drink manufacturers. That leadership
is creating new business opportunities in
currency systems and vender refurbishment.
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The Magic Chef® heritage dates back to
the first gas stove produced in 1929 -
truly a “magic” chef in the kitchen. Today,
the brand offers a line of home appliances
providing proven performance at an
exceptional value.
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JADE RANGE®

For half a century, Jade Range has concen-
trated on high-quality speciaity cooking
equipment for a select clientele. Its product
fine is focused on ultra-premium commercial
ranges that stand up to the rigors of
extended heavy-duty use. Chefs worldwide
use Jade™ equipment to achieve the
ultimate in food preparation and consider
Jade the "jewe! of the kitchen.”

{ mamdmm leaanrv y j

Since Jade Range introduced the brand in 1991,
Dynasty™ residential products have quickly
become recognized as exceptional. Exceptional
in elegance, workmanship and performance.
Dynasty™ professional ranges — designed and
constructed to commercial standards - trans-
form ordinary kitchens into extraordinary ones.
in the future, Dynasty will be more closely
aligned with the Jade™ brand and extend to a
fult line of luxury residential kitchen appliances
aimed at the super premium category.
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Corporate and Brand Web Sites
www.maytagcorp.com
www.maytag.com

www.jennair.com

www.amana.com
www.dynastyrange.com
www.hoover.com
www.maytagcommerciallaundry.com
www.dixienarco.com

(Canada) www.maytag.ca

Dividend Reinvestment

and Stock Purchase Plan

Maytag Corporation has a program that allows share-
owners to reinvest their dividends in additional shares
of common stock. Also, shareowners may make
voluntary monthly investments to increase their
holdings. Information on these programs is available
through Shareholder Relations Department, Maytag
Corporation, 403 West Fourth Street North, Newton,
lowa 50208 (641-787-8344).

Annual Meeting

The annual meeting of shareowners will convene at
8:30 a.m., May 8, 2003, at the Sodexho Marriott
Conference Center in Newton, lowa. All shareowners

are invited to attend.

Transfer Agent, Registrar and
Dividend Disbursing Agent

Computershare Investor Services, LLC
Shareholder Communications Team

2 North LaSalle St., 3rd Floor
Chicago IL 60690-3504

Phone: 888-237-0935

Form 10-K

Form 10-K as filed with the Securities and Exchange
Commission will be provided free of charge to our
shareowners by writing to Patricia J. Martin, Secretary,
Maytag Corporation, 403 West Fourth Street North,
Newton, lowa 50208,

Forward-Looking Statements

This Annual Report contains statements which are not
historical facts and are considered “forward-looking”
within the meaning of the Private Securities Litigation
Reform Act of 1995. These forward-looking state-

ments are identified by their use of terms such as

"oy oo

“expect(s),” "intend(s),” “may impact,” "plan(s),”
“should,” “believe(s),” or similar terms. These forward-
looking statements involve a number of risks and
uncertainties that may cause actual results to differ
materially from expected results. For further information,
see discussion of risks and uncertainties in the
Forward-Looking Statements section in the
Management’s Discussion and Analysis part of the

attached Form 10-K.
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PARTIE

Item 1. Business.

Maytag is a leading producer of home and
commercial appliances. Its products are sold to
customers throughout North America and in
international markets. Maytag was organized as a
Delaware corporation in 1925.

Maytag is among the top three major appliance
companies in the North American market, offering
consumers a full line of washers, dryers, dishwashers,
refrigerators and ranges distributed through large and
small retailers across the U.S. and Canada. Maytag
also has a significant presence in the commercial
laundry market. Maytag’s Hoover brand is the market
leader in North America floor care products.

Maytag owns Dixie-Narco, one of the original
brand names in the vending machine industry and
today the leading manufacturer of soft drink can and
bottle vending machines in the United States. Dixie-
Narco venders are sold primarily to major soft drink
bottlers such as Coca-Cola and Pepsico.

In commercial cooking appliances, Maytag
owns Jade Range, a leading manufacturer of
premium-priced commercial ranges under the Jade
brand and commercial-style ranges for the residential
market under the Dynasty brand.

Maytag makes significant annual capital
investments that have led directly to demonstrable
and superior product innovations in its strongest
brands. Superior product performance reinforces
brand positioning; product and brand positioning
drive average pricing and distribution.

The Company operates in two business segments:
home appliances and commercial appliances. Sales to
Sears, Roebuck and Co. represented 13%, 12% and
12% of consolidated net sales in 2002, 2001 and 2000,
respectively. Financial and other information relating
to these reportable business segments is included in
Part II, Items 7 and 8.

Home Appliances
The home appliances segment represented 94.8
percent of consolidated net sales in 2002.

The operations of the Company’s home
appliances segment manufacture laundry products,

dishwashers, refrigerators, cooking appliances and
floor care products. These products are primarily sold
to major national refailers and independent retail
dealers in North America and targeted international
markets. These products are sold primarily under the
Maytag, Amana, Hoover, Jenn-Air and Magic Chef
brand names. Included in this segment is Maytag
International, Inc., the Company’s international
marketing subsidiary that administers the sale of
home appliances and licensing of certain home
appliance brands in markets outside the United States.

A portion of the Company’s operations and
sales is outside the United States. The risks involved
in foreign operations vary from country to country
and include tariffs, trade restrictions, changes in
currency  values, economic conditions and
international relations.

The Company uses basic raw materials such as
steel, copper, aluminum, rubber and plastic in its
manufacturing processes in addition to purchased
motors, compressors, timers, valves and other
components. These materials are supplied by
established sources and the Company anticipates that
such sources will, in general, be able to meet its
future requirements.

The Company holds a number of patents that are
important in the manufacture of its products. The
Company also holds a number of trademark
registrations of which the most important are
ADMIRAL, AMANA, HOOVER, JENN-AIR,
MAGIC CHEF, MAYTAG, and the associated
corporate symbols.

The Company’s home appliance business is
generally not considered seasonal.

A portion of the Company’s accounts receivable
is concentrated among major retailers. A significant
loss of business with any of these national retailers
could have an adverse impact on the Company’s
ongoing operations.

The dollar amount of backlog orders of the
Company is not considered significant for home
appliances in relation to the total -annual dollar
volume of sales. Because it is the Company’s
practice to maintain a level of inventory sufficient to
cover anticipated shipments and since orders are
generally shipped upon receipt, a large backlog
would be unusual.




The home appliances market is highly
competitive with the two principal major appliances
competitors being larger than the Company. The
Company is focused on growth through product
innovation  that supports superior  product
performance in the Company’s premium brands. The
Company uses brand image, product quality,
customer service, advertising and warranty as
competitive tools.

Expenditures for company-sponsored research
and development activities relating to the
development of new products and the improvement
of existing products are included in Part II, Item 8.
Most of the research and development expenditures
relate to the home appliances segment.

Although the Company has manufacturing sites
with environmental concerns, compliance with laws
and regulations regarding the discharge of materials
into the environment or relating to the protection of
the environment have not had a significant effect on
capital expenditures, earnings or the Company’s
competitive position.

The Company has been identified as one of a
group of potentially responsible parties by state and
federal environmental protection agencies in
remedial activities related to various “superfund”
sites in the United States. The Company presently
does not anticipate any significant adverse effect
upon its earnings or financial condition arising from
resolution of these matters. Additional information
regarding environmental remediation is included in
Part II, Item 8.

The Company is subject to changes in
government mandated energy and environmental
standards regarding appliances that may become
effective over the next several years. The Company is
in compliance with existing standards where it does
business. As any new standards that effect the entire
appliance industry become effective, the Company
intends to be in compliance with the new standards
where it does business.

The number of employees of the Company in
the home appliances segment as of December 31,
2002 and 2001 were 19,378 and 20,288, respectively.
Approximately 44 percent and 43 percent of these
employees were covered by collective bargaining
agreements as of December 31, 2002 and 2001,
respectively.

Commercial Appliances

The commercial appliances segment represented
5.2 percent of consolidated net sales in 2002.

The operations of the Company’s commercial
appliances segment manufacture commercial cooking
under the Jade and Dynasty brand names and vending
equipment under the Dixie Narco Brand name. These
products are primarily sold to distributors, soft drink
bottlers, restaurant chains and dealers in North
America and targeted international markets.

The Company uses steel as a basic raw material
in its manufacturing processes in addition to
purchased motors, compressors and  other
components. These materials are supplied by
established sources and the Company anticipates that
such sources will, in general, be able to meet its
future requirements.

The Company holds a number of patents that are
important in the manufacture of its products. The
Company also holds a numbers of trademark
registrations of which the most important are DIXIE-
NARCO and JADE and the associated corporate
symbols. '

Commercial appliance sales are considered
seasonal to the extent that the Company normally
experiences lower sales in the fourth quarter
compared to other quarters. :

Within the commercial appliances segment, the
Company’s vending equipment sales are dependent
upon a few major soft drink suppliers. Therefore, the
loss of one or more of these customers could have a
significant adverse effect on the commercial
appliances segment. ’

The dollar amount of backlog orders of the
Company is not considered significant for
commercial appliances in relation to the total annual
dollar volume of sales. Because it is the Company’s
practice to maintain a level of inventory sufficient to
cover shipments and since orders are generally
shipped upon receipt, a large backlog would be
unusual.

The Company uses brand image, product
quality, product innovation, customer service,
warranty and price as competitive tools.




Expenditures for company-sponsored research

and development activities relating to the
development of new products and the improvement
of existing products are included in Part I, Item 8.

Although the Company has manufacturing sites
with environmental concerns, compliance with laws
and regulations regarding the discharge of materials
into the environment or relating to the protection of
the environment have not had a significant effect on
capital expenditures, earnings or the Company’s
competitive position.

The number of employees of the Company in
the commercial appliances segment as of
December 31, 2002 and 2001 were 1,265 and 1,293,
respectively.

Available Information

The Company maintains an Internet website at
www.maytagcorp.com where its Annual Report on
Form 10K, Quarterly Reports on Form 10-Q, Current
Reports on Form 8-K and all amendments to those
reports are available, without charge, as reasonably
practicable following the time they are filed with or
furnished to the SEC.

Item 2. Properties,

The Company’s corporate headquarters are
located in Newton, lowa. Major offices and
manufacturing facilities in the United States related to
the home appliances segment are located in: Newton,
Iowa; Galesburg, Mlinois; Cleveland, Tennessee;
Jackson, Tennessee; Milan, Tennessee; Herrin,
Illinois; . Amana, Iowa; Florence, South Carolina;
Searcy, Arkansas; North Canton, Ohio; and El Paso,
Texas. The Company also has facilities that are
located in Reynosa, Mexico and Juarez, Mexico. The
Company has announced its plan to close the facility
located in Galesburg, Illinois by the end of 2004.

Major offices and manufacturing facilities in the
United States related to the commercial appliances
segment are located in Williston, South Carolina and
Commerce, California.

The facilities for the home appliances and
commerical appliances segments are well maintained,
suitably equipped and in good operating condition.
The facilities had sufficient capacity to meet
production needs in 2002, and the Company expects
that such capacity will be adequate for planned
production in 2003. The Company’s major capital
projects and planned capital expenditures for 2003
are described in Part I, Item 7.

The Company also owns or leases sales offices
and warehouses in many large metropolitan areas
throughout the United States and Canada. Lease
commitments are included in Part II, Item 8.

Item 3. Legal Proceedings.

The Company is involved in contractual
disputes, environmental, administrative and legal
proceedings and investigations of various types.
Although any litigation, proceeding or investigation
has an element of uncertainty, the Company believes
that the outcome of any proceeding, lawsuit or claim
which is pending or threatened, or all of them
combined, will not have a significant adverse effect
on its consolidated financial position. The
Company’s contingent liabilities are discussed in Part
11, Ttem 8.

Item 4. Submission of Matters to a Vote of
Security Holders.

The Company did not submit any matters to a
vote of security holders during the fourth quarter of
2002 through a solicitation of proxies or otherwise.



EXECUTIVE OFFICERS OF THE REGISTRANT

First Became

Name Office Held _anOfficer  Age
RalphF.Hake ................. Chairman and Chief Executive Officer 2001 54
William L. Beer ............... President, Maytag Appliances 1993 50
R.CraigBreese . ............... President, Maytag International 2001 50
Thomas A. Briatico ............ President, Dixie-Narco, Inc. 1985 55
StevenJ.Klyn................. Vice President and Treasurer 2000 37
Mark W. Krivoruchka .......... Senior Vice President Human Resources 2002 48
KarenJ.Lynn ................. Vice President Communications ‘ 2002 46
KeithG.Minton ............... President, The Hoover Company 1989 55
ErnestPark ................... Senior Vice President and Chief Information Officer 2000 49
Thomas J. Piersa . .............. Vice President Global Procurement 2000 51
Roy A. Rumbough, Jr. .......... Vice President and Corporate Controller 2002 47
Roger K. Scholten ............. Senior Vice President and General Counsel 2000 48
Steven H. Wood ............... Executive Vice President and Chief Financial Officer 1992 45

Each of the executive officers has served the Company in various executive or administrative positions for
at least the last five years except for:

Name Company / Position Period
RalphF.Hake ................. Fluor Corporation, an engineering, procurement, 1999-2001

construction, maintenance and business services company
Executive Vice President and Chief Financial Officer

. Whirlpool Corporation, a manufacturer of home appliances 1987-1999
Various Positions ending as Senior Executive Vice
President and Chief Financial Officer

R.CraigBreese ................ Viskase Corporation, a manufacturer of products used by the  1990-2001
meat and poultry industry
Various Positions ending as Executive Vice President

Mark W. Krivoruchka .......... MK Strategic Resources, Inc., a consulting firm specializing = 1997-2002
in strategic business initiatives
President

KarenJ.Lynn ................. ConAgra Foods, a food processing company 2000-2002
Director Communications ending as Vice President
Communications

Quaker Oats, a food and beverage company 1997-2000
‘Senior Manager Strategic Communications

ErmestPark ................... Honeywell Global Business Services, a diversified 1999-2000
technology and manufacturing company
Vice President and Chief Information Officer

Allied Signal Business Services, a diversified technology and  1996-1999
manufacturing company
Vice President and Chief Information Officer

ThomasJ.Piersa ............... York International Corporation, a manufacturer of heating, 1998-2000
ventilating, air conditioning and refrigeration equipment
Vice President Worldwide Supply Chain Management

Eastman Kodak Co, a manufacturer and marketer of imaging 1978-1998
products and services
Various Positions ending as Manager Worldwide Strategic
Sourcing




PART II

Itemn 5. Market for Registrant’s Common Equity and Related Stockholder Matters. -

Firstquarter ...................
Second quarter .................

Third quarter
Fourth quarter

Sale Price of Common Shares

Dividends

2002 2001 Per Share
High Low High Low 2002 2001
........... $45.75 $29.83 $37.40 $30.50 $0.18 $0.18
........... 4794 4125 3600 2907 0.18 0.18
........... 4287 2220 3400 2225 0.18 0.18
........... 31.78 18.84 3179 2400 0.18 0.18

The principal U.S. market the Company’s common stock is traded on is the New York Stock Exchange
under the symbol MYG. As of March 10, 2003, the Company had 25,605 shareowners of record.

Item 6. Selected Financial Data

Netsales ................. ... ...
Grossprofit ................... ...
Percent of sales
Operating income
Percent of sales
Income from continuing operations . ..
Percent of sales
Basic earnings per share-continuing
operations
Diluted earnings per share-continuing
operations
Dividends paid per share ............
Basic weighted-average shares
outstanding
Diluted weighted-average shares
outstanding
Depreciation of property, plant and
equipment
Capital expenditures
Total assets
Long-term debt, less current portion . . .

2002(1) 2001(2) 2000(3) 1999(4) 1998
Doitars in thousands, except per share data
$4,666,031  $4,185,051  $3,801,500  $3,948,060  $3,706,191
1,004,602 864,842 085,481 1,077,320 1,011,096
21.5% 20.7% 25.3% 27.3% 27.3%
$ 359,495 § 289,152 $ 439715 $ 572,488 $ 510,549
7.7% 6.9% 11.3% C14.5% 13.8%
$ 191401 $ 167,538 $ 216,367 $ 328,582 $ 281,938
4.1% 4.0% 5.6% 8.3% 7.6%
$ 246 $ 219 $ 278 % 380 $ 3.07
2.44 2.13 2.63 3.66 3.00
0.72 0.72 0.72 0.72 0.68
77,735 76,419 77,860 86,443 91,941
78,504 78,565 82,425 89,731 93,973
$ 162,600. $ 148,370 $ 133,840 $ 122,254 $ 126,510
229,764 145,569 152,598 134,597 134,277
3,104,249 3,131,051 2,647,461 2,614,135 2,567,425
738,767 932,065 444,652 333,743 439,842

Note: Net sales and gross profit for the years 1998 through 2001 have been restated to reflect the adoption of
Emerging Issues Task Force 01-9 which requires companies to classify certain sales incentive costs as a
reduction of sales. These costs were previously classified in selling, general and administrative expense. There
was no impact on Maytag’s operating income or net income as a result of the new accounting policy.

(1) An $8.3 million gain on the sale of a distribution center is included in gross profit and operating income.
Operating income also includes a $67.1 million special charge associated with the closing of Maytag’s
refrigeration plant located in Galesburg, Iltinois. The after-tax gain on the distribution center of $5.5 million
and the after-tax special charge associated with the refrigeration plant closing of $44.3 million are both
included in income from continuing operations. Application of the nonamortization provisions of SFAS No.
142, “Goodwill and Other Intangible Assets,” effective for fiscal years beginning after December 15, 2001
resulted in an increase in operating income and income from continuing operations of approximately

5




#)

“)

3)

$10 million for the year 2002. 2002 includes a full year of net sales from Amana that was acquired effective
August 1, 2001. Maytag integrated Amana activities within its existing appliance organization during 2002,
and Amana’s 2002 net sales are not distinguishable.

2001 includes the net sales of Amana of $294.8 million that was acquired effective August 1, 2001.
Operating income includes $9.8 million in spéecial charges associated with a salaried workforce reduction.
The after-tax special charges of $6.2 million are included in income from continuing operations. Income
from continuing operations also includes a $7.2 million charge for loss on securities and a one-time tax
credit of $42 million.

Operating income includes $39.9 million in special charges associated with terminated product initiatives,
asset write-downs and severance costs related to management changes. The after-tax special charges of
$25.3 million are included in income from continuing operations. Income from continuing operations also
includes a $17.6 million ($11.2 million after-tax) charge for loss on securities.

Net sales include $20 million of sales from the Company’s acquisition of Jade, a manufacturer of
commercial and residential ranges, in the first quarter of 1999.




Ttem 7. Management’s Discussion and Analysis
of Financial Condition and Results of
Operations.

Critical Accounting Policies

The following accounting policies and practices
are those that management believes are most
important to the portrayal of Maytag’s financial
condition and results and that require management’s
most difficult, subjective or complex judgments,
often as a result of the need to make estimates about
the effect of matters that are inherently uncertain.

Allowance for Doubtful Accounts: Maytag
determines its allowance for doubtful accounts by
utilizing various methodologies. Bad debt reserves
are established based on an aging of accounts
receivables ranging from 0.05 percent of the face
amount of the account receivable for current amounts
up to 90 percent for accounts in bankruptcy. These
percentages are based on historical experience.
Where Maytag is aware of a customer’s inability to
meet its financial obligations, it specifically reserves
for the potential bad debt to reduce the receivable to
the amount it reasonably believes will be collected. If
circumstances change (i.e., higher than expected
defaults or an unexpected material adverse change in
a customer’s ability to meet its financial obligations),
estimates of the recoverability of amounts due could
be revised by a material amount.

Pensions: Maytag provides noncontributory
defined benefit pensions for most of its employees.
Plans covering salaried, management and some
nonunion hourly employees generally provide
pension benefits that are based on employee’s
earnings and credited service. Plans covering union
hourly and other nonunion hourly employees
generally provide benefits of stated amounts for each
year of service. Maytag’s funding policy for the plans
is to contribute amounts sufficient to meet the
minimum funding requirement of the Employee
Retirement Income Security Act of 1974 (ERISA),
plus any additional amounts that Maytag may
determine to be appropriate. Maytag accounts for its
defined benefit pension plans in accordance with
Financial ' Accounting Standards Board (FASB)
Statement No. 87, “Employers’ Accounting for
Pensions,” which requires that amounts recognized in
financial statements be determined on an actuarial
basis. A minimum liability is required to be

established on the Consolidated Balance Sheets
representing the amount of unfunded accrued pension
cost. The unfunded accrued pension cost is the
difference between the accumulated benefit
obligation and the fair value of the plan assets. As
allowed by FASB Statement No. 87, the Company
uses September 30 as a measurement date to compute

the minimum pension liability.

To account for its defined benefit plans in
accordance with FASB Statement No. 87, Maytag
must make three principal assumptions as of the
measurement date: First, it must determine the
discount rate to be used to compute the present value
of the accumulated benefit obligation and projected
benefit obligation for the end of the current year and
to determine net periodic pension cost for the
subsequent year. For guidance in determining the
discount rate, Maytag looks at rates of return on high-
quality fixed-income investments. At December 31,
2002, the rate utilized was 7 percent compared to 7.5
percent and 7.75 percent used for 2001 and 2000.

Second, Maytag must determine rates of
increase in compensation levels to be used in the
calculation of the projected benefit obligation for the
end of the current year and to determine net periodic
pension cost for the subsequent year. At December
31, 2002, this rate for salaried employees was. 4.25
percent compared to 4.75 percent and 5.25 percent
for 2001 and 2000. At December 31, 2002, the rate
for non-union hourly employees was 3 percent
compared to 3.25 percent and 3.75 percent for 2001
and 2000. Any changes in assumptions that affect the
projected benefit obligation are deferred to
unrecognized actuarial gains and losses. The
amortization of unrecognized actuarial gains and
losses is recognized when the cumulative total is
outside of a corridor that is defined by FASB
Statement No. 87 as the greater of 10 percent of the
projected benefit obligation or 10 percent of the
market value of plan assets.

Third, as another component of net periodic
pension cost, Maytag must determine the expected
return on plan assets. In order to reduce volatility in
the calculation of pension cost, FASB Statement No.
87 requires the utilization of an expected rate of
return on plan assets. The difference between the
actual return on plan assets and the expected return is
included with other unrecognized actuarial gains and
losses. At December 31, 2002, Maytag has reduced




the assumption for the expected rate of return to 8.75
percent for determining 2003 net periodic pension
cost as compared to 9 percent and 9.5 percent for
2001 and 2000, respectively. The expected rate of
return is based on historical rates of return over the
long term.

At December 31, 2002, Maytag’s accrued
pension cost was $489 million, an increase from
$353 million at the end of 2001. The increased
accrued pension cost was due to an increase in the
minimum liability requirement. The minimum
liability requirement increased due to a higher
accumulated benefit obligation and the lower value
of plan assets at September 30, 2002 as compared to
September 30, 2001. The accumulated benefit
obligation increased based on one year of additional
pension benefit accrual and the assumption of a lower
discount rate used to calculate the liability. The fair
value of plan assets decreased by $27 million as
losses on plans assets and benefit payments exceeded
employer contributions. An additional contribution of
$55 million, subsequent to the September 30, 2002
measurement date, reduced the accrued pension cost

on the December 31, 2002 Consolidated Balance.

Sheet from the $544 million amount required by the
minimum liability calculation as of the September
30, 2002 measurement date.

Net periodic pension cost increased to $79
million in 2002 from $42 million in 2001. The
primary reason for this increase is attributable to a
$26 million curtailment charge associated with the
announced 2004 closing of a manufacturing plant
(for further discussion see “Restructuring Charges” in
this Management’s Discussion and Analysis). Net
periodic pension cost also increased due to increases
in service and interest cost as well as higher
amortization of unrecognized actuarial losses.
Maytag expects net periodic pension cost, excluding
the $26 million curtailment charge in 2002, to
increase $13 million in 2003 to $66 million due to a
lower expected return on plan assets and a lower
discount rate used to value the projected benefit
obligation, partially offset by the decrease in
expected rates of increase in compensation levels, as
described above.

Lowering the expected rate of return on plan
assets by 0.25 percent would have increased net
periodic pension cost for 2002 by approximately $3
million. Lowering the discount rate by 0.25 percent

would have increased net periodic pension cost for
2002 by approximately $4 million. Increasing the rate
of increase in compensation levels by 0.25 percent
would have increased net periodic pension cost for
2002 by approximately $1 million.

Pension contributions increased to $193 million
in 2002 from $68 million in 2001. Maytag has no
minimum funding requirements in 2003, based on
ERISA requirements. However, the Company intends
to contribute $135 million in 2003.

Postretirement  Benefits: Maytag  provides
postretirement health care and life insurance benefits
for certain employee groups in the United States.
Most of the postretirement plans are contributory and
contain certain other cost sharing features such as
deductibles and coinsurance. The plans are unfinded.
Employees do not vest and these benefits are subject
to change. Death benefits for certain retired
employees are funded as part of, and paid out of,
pension plans.

Maytag accounts for its postretirement benefits
in accordance with FASB Statement No. 106,
“Employers’ Accounting for Postretirement Benefits
Other Than Pensions,” which requires that the
postretirement  liability be reflected in the
Consolidated Balance Sheets and the postretirement
cost be recognized in the Consolidated Statements of
Income as determined on an actuarial basis. The
Company uses a September 30 measurement date to
compute the postretirement liability.

To account for postretirement benefits in
accordance with FASB Statement No. 106, Maytag
must make two main assumptions at the
measurement date: First, it must determine the
discount rate used to compute the present value of the
accumulated postretirement benefit obligation for the
end of the current year and the net periodic
postretirement cost for the subsequent year. For
guidance in determining the discount rate, Maytag
looks at rates of return on high-quality fixed income
investments. At December 31, 2002, Maytag
determined this rate to be 7 percent compared to 7.5
percent and 7.75 percent used for 2001 and 2000,
respectively.

Second, Maytag must determine the expected
health care cost trend rate used in the calculation of
the accumulated postretirement benefit obligation for




the end of the current year and net periodic
postretirement cost for the subsequent year. At
December 31, 2002, due to increasing medical costs,
Maytag increased this initial health care cost trend
rate from 7 percent to 12 percent. The expected
" health care cost trend rate decreases gradually to 5
percent in 2007 and thereafter.

At December 31, 2002, Maytag’s postretirement
benefit liability was $518 million, an increase from
$497 million at the end of 2001. For the year ended
December 31, 2002, Maytag incurred a net periodic
postretirement cost of $61 million, an increase from
$46 million in 2001. The increase was due in part to
an $8 million curtailment charge associated with the
announced closing of a manufacturing plant (for
further discussion see “Restructuring Charges” in this
Management’s Discussion and Analysis). Maytag
currently expects that net periodic postretirement cost
for 2003, excluding the $8 million curtailment charge
in 2002, will increase $19 million to approximately
$71 million due to the lower discount rate used to
estimate the accumulated postretirement benefit
obligation and an increase in the assumed health care
cost trend rate, as described above.

Increasing the expected health care cost trend
rate one percent would have increased net periodic
postretirement cost for 2002 by approximately $7
million. Lowering the discount rate by 0.25 percent
would have increased net periodic postretirement cost
for 2002 by approximately $2 million.

Litigation and Tax Contingencies: Maytag is a
defendant in a number of legal proceedings
associated with employment and product liability
matters. Maytag’s law department estimates the costs
to settle pending litigation, including legal expenses,
based on its experience involving similar cases,
specific facts known, and if applicable, the judgments
of outside counsel. Maytag does not believe it is a
party to any legal proceedings that will likely have a
material adverse effect on its consolidated financial
position. It is possible, however, that future results of
operations, for any particular quarterly or annual
period, could be materially affected by changes in
Maytag’s assumptions related to these proceedings.

Maytag’s tax returns are subject to audit by
various domestic and foreign tax authorities. During
the course of these audits, the authorities may
question the positions taken in the return, including

the timing and amount of deductions and the
allocation of income between various tax
jurisdictions, which can affect the amount of taxes
ultimately due. In evaluating the exposure associated
with its various filing positions, Maytag records
reserves for probable exposures. To the extent
Maytag prevails in matters where accruals have been
established or is required to pay amounts in excess of
the accrual, Maytag’s effective tax rate and net
income in a given financial period may be impacted.

Accounting for Goodwill and Other Intangible
Assets: In 2001, the Financial Accounting Standards
Board issued Statement No. 142, “Goodwill and
Other Intangible Assets,” effective for fiscal years
beginning after December 15, 2001. Under the new
rules, goodwill and intangible assets deemed to have
indefinite lives are no longer amortized but are
subject to annual impairment tests in accordance with
the statement.

The statement requires a two-step process for
impairment testing. The first step, used to identify
potential impairment only, compares the fair value of
a reporting unit with its net carrying amount on the
financial statements. Fair value is determined as the
amount at which the reporting unit as a whole could
be bought or sold in a current transaction between
willing parties. Several estimates are required if a
current market price is not available. Quoted market
prices are best evidence of fair value and are used as
the basis for the measurement where available.
Where these are not available, fair value of the
reporting unit can be estimated based on the present
value of estimated future cash flows of the reporting
unit. These cash flow estimates must be based on
reasonable and supportable assumptions, and
consider all available evidence. If the fair value of a
reporting unit exceeds its carrying amount, goodwill
is not considered impaired; thus the second step of
the process in not necessary. If the carrying amount
of a reporting unit exceeds its fair value, the second
step of the goodwill impairment test shall be
performed to measure the amount of impairment loss,
if any. If the carrying value of goodwill on the
financial statements exceeds the implied fair value of
goodwill, the difference must be recognized as an
impairment loss. Implied fair value of goodwill shall
be determined in the same manner as the amount of
goodwill recognized in a business combination is
determined.




As of January 1, 2002 (the initial impairment
test) and during the fourth quarter of 2002, Maytag
performed step one of the impairment test of
goodwill and determined that the fair value of the
reporting units that have goodwill exceeded the
carrying value of the net assets specifically related to
these reporting units. Goodwill included in the home
appliances segment totaled $265.8 million as of
December 31, 2002 most of which related to the floor

care product line. The fair value of the reporting units

within this segment that have goodwill was
determined using expected future discounted cash
flows based on historical results. Goodwill included
in the commercial appliances segment totaled $15.2
million as of December 31, 2002 most of which
related to the commercial cooking product line. The
fair value of the reporting units within this segment
that have goodwill was determined using expected
future discounted cash flows based on prospective
assumptions as the Company is undertaking
additional business initiatives within this segment
that are not currently reflected in the historical
results. Maytag currently has no intangible assets
with indefinite lives other than goodwill.

Income Statement Reclassification

Maytag adopted a new accounting standard in
the first quarter of 2002 that requires certain sales
incentives previously recognized in selling, general
and administrative expenses to be classified as a
reduction of sales. The Financial Accounting
Standards Board’s Emerging Issues Task Force
(EITF) issued EITF 01-9 that states any cash
consideration provided to customers that has no
identifiable benefit other than to increase sales is
required to be classified as a reduction of sales. This
reclassification does not change previously reported
operating income or net income from continuing
operations; however, the reduction does impact the
gross profit and operating income margins. The
amount considered as an additional reduction of sales
in accordance with this accounting standard was
$180.1 million, $138.7 million and $103.4 million in
2002, 2001 and 2000, respectively. Prior periods
have been restated to reflect this change.

Comparison of 28602 with 2001

Maytag has two reportable segments: home
appliances and commercial appliances (see
discussion and financial information about Maytag’s
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reportable segments in “Segment Reporting” section
of the Notes to Consolidated Financial Statements).
The 2001 results include the major appliances
business of Amana Appliances (“Amana”) that was
acquired by Maytag effective August 1, 2001.

Net Sales: Consolidated net sales for 2002 were
$4.666 billion, an increase of 11 percent from 2001.
This increase was due primarily to the impact of the
Amana acquisition coupled with the strength of the
U.S. major appliances industry. 2002 results reflect
12 months of Amana sales compared to only five
months of sales in 2001.

Home appliances net sales, which include major
appliances, floor care products and international
export sales, increased 12 percent compared to 2001.
This increase was due to the impact of the Amana
acquisition, U.S. major appliances industry strength
and improved product mix. The introduction of a
hard surface floor cleaner, a new product category in
this segment, also contributed to the sales growth.

U.S. industry unit shipments of major appliances
were up six percent in 2002, Maytag’s unit shipments
of major appliances increased nine percent due
primarily to the inclusion of Amana product sales for
a full year in 2002 compared to five months in 2001.
For 2003, Maytag expects the major appliance
industry to be up two to three percent compared to
2002. Floor care industry shipments of uprights, the
primary product type in this industry, were up two
percent in 2002. Maytag’s unit shipments of uprights
for 2002 decreased compared to 2001 as its market
share declined with some of its lower priced
products. This volume loss was more than offset by
volume in the new hard surface floor cleaner
category, allowing total Maytag floor care shipments
to increase in 2002. Maytag expects the floor care
industry shipments of uprights to grow three percent
in 2003 compared to 2002.

Commercial appliances net sales, which include
vending equipment and commercial cooking products
sales, increased six percent in 2002 compared to
2001. The increase in sales was due to improved
product mix of vending equipment sales. Increases in
sales of glass-front venders helped to offset decreases
in traditional vender sales. Maytag expects the
vending equipment industry to be down five to six
percent in 2003 compared to 2002. Maytag expects
increased average selling price in 2003, through
continued product mix improvement, to offset much
of the expected industry weakness.




Gross Profit: Consolidated gross profit as a
percent of sales increased to 21.5 percent in 2002
from 20.7 percent in 2001. The increase was due to
volume leverage, improved product mix, lower
material costs, gain on sale of a distribution center
and favorable warranty performance. These positive

effects were partially offset by increased
expenditures on research and development. Increases
in the market price of steel attributable to tariffs
imposed on steel imports did not affect Maytag’s
gross profit in 2002 because of an existing domestic
steel supply contract. This contract expired at the end
of 2002 and Maytag expects approximately $33
million in increased steel costs in 2003. The
Company expects to offset the increased steel costs
with savings in other areas of sourced raw materials
and components. Maytag also expects net periodic
pension and postretirement costs to increase by
approximately $32 million in 2003 compared to 2002
(excluding pension and postretirement curtailment
costs related to 2002 restructuring charges) as
previously discussed in “Critical Accounting
Policies” in this Management’s Discussion and
Analysis.

Selling, General and Administrative Expenses:
Consolidated selling, general and administrative
expenses were 12.4 percent of sales in 2002
compared to 13.5 percent of sales in 2001. The
decrease as a percent of sales was due to increased
sales, synergies resulting from the Amana
acquisition, cost reduction initiatives and a change in
accounting standards effective January 1, 2002. The
accounting change eliminated the amortization of
goodwill and intangible assets deemed to have
indefinite lives. While these assets are subject to
impairment tests to assess their valuation, there were
no charges related to impairment during 2002.
Amortization of goodwill included in 2001 was $10
million. The reduction in selling, general and
administrative expenses as a percent of sales was
achieved despite a nine percent increase in
advertising costs in 2002 compared to 2001.

Special Charges: During the fourth quarter of
2002, Maytag announced its intention to close a
refrigeration manufacturing facility located in
Galesburg, Illinois by the end of 2004. The Company
recognized a pre-tax restructuring charge of $67.1
million ($44.3 million after-tax) in connection with
the planned closing. For further discussion, see
“Restructuring Charges” in this Management’s
Discussion and Analysis.
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During the fourth quarter of 2001, Maytag
recognized in operating income special charges of
$9.8 million, ($6.2 million after-tax) associated with
a salaried workforce reduction and asset write-
downs. Of the $9.8 million, $7.9 million, $0.7 million
and $1.2 million were recorded in the home
appliances segment, commercial appliances segment
and corporate, respectively.

Operating Income: The following tables
summarize the impact of the gain on sale of the
distribution center and special charges on reported
consolidated operating income and reported
consolidated operating income as a percent of sales:

Year Ended

Operating income (loss) December 31
(in thousands) 2002 2001
Consolidated-operating

income excluding special

charges and gain on sale of

distribution center ....... $418,331 $298,908

Gain on sale of distribution

center .. ..., 8,276 —
Special charges ......... (67,112) (9,756)

Consolidated-reported
operating income

$359,495 $289,152

Year Ended

Operating income (loss) as December 31
a percent of net sales 2002 2001
Consolidated-operating

income excluding special

charges and gain on sale of

distribution center . ...... 9.0% 7.1%

Gain on sale of distribution

center ... 0.2 —

Special charges ......... (1.4) (0_.2)
Consolidated-reported

operating income ........ 7% 6.9%

Consolidated operating income as a percent of
sales for 2002 was 7.7 percent, compared to 6.9
percent in 2001. Excluding the special charges of
$67.1 million and the $8.3 million gain on sale of a
distribution center, consolidated operating income as
a percent of sales for 2002 was 9.0 percent.
Excluding the special charges of $9.8 million,
consolidated operating income as a percent of sales




for 2001 was 7.1 percent. The increase in operating
income as a percent of sales was due to the increase
in gross profit as a percent of sales and the decrease
in selling, general and administrative costs as a
percent of sales, as discussed above. Operating
income in 2002, excluding special charges and the
gain on sale, increased 40 percent compared to 2001
as a result of increased sales and improved operating
income as a percent of sales.

The following tables summarize the impact of

" the gain on sale of the distribution center and special

charges on reported consolidated operating income

and reported consolidated operating income as a
percent of sales by reportable segment:

Year Ended
Operating income (loss) December 31
(in thousands) 2002 2001

Home appliances-operating
income excluding special
charges and gain on sale of
distribution center
Gain on sale of distribution

center
Special charges

$454,548 $332,563

8,276
(67,112)

(7,917)

Home appliances-
reported operating

income 395,712 324,646

Commercial appliances-
operating income
excluding special charges .
Special charges

13,041 6,426

(671)

Commercial appliances-
reported operating

income 13,041 5,755

General corporate-operating
income excluding special
charges
Special charges

(49,258)

(40,081)
(1,168)

General corporate-
reported operating

income (49,258) (41,249)

Consolidated-reported

operating income $359,495 $289,152
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Year Ended

Operating income (loss) M"M
as a percent of net sales m ;_0%
Home appliances-operating income
excluding special charges and gain
on sale of distribution center ....... 10.3% 8.4%
Gain on sale of distribution center ... 0.2 —
Special charges ................. (1.5) 0.2)
Home appliances-reported
operating income ............ 90 82
Commercial appliances-operating
income excluding special charges ... 53 2.8
Special charges ................. — (03
Commercial appliances-reported
operating income . ........... 53 25
Consolidated-'reported operating income  7.7% 6.9%

Home appliances operating income as a percent
of sales for 2002 was 9 percent, compared to 8.2
percent in 2001. Home appliances operating income
as a percent of sales for 2002, excluding special
charges of $67.1 million and the gain on sale of a
distribution center, was 10.3 percent. Home
appliances operating income as a percent of sales for
2001, excluding special charges of $7.9 million, was
8.4 percent in 2001. The increase in operating income
as a percent of sales was due to the increase in gross
profit as a percent of sales and the decrease in selling,
general and administrative costs as a percent of sales.
Home appliances operating income in 2002,
excluding special charges and the gain on sale,
increased 37 percent compared to 2001 as a result of
increased sales and improved operating income as a
percent of sales.

Commercial appliances operating income as a
percent of sales for 2002 was 5.3 percent, compared
to 2.5 percent in 2001. Commercial appliances
operating income as a percent of sales for 2001,
excluding special charges of $0.7 million, was 2.8
percent in 2001. Operating income as a percent of
sales increased due to improved gross profit as a
percent of sales and reduced selling, general and
administrative costs as a percent of sales.
Commercial appliances operating income increased
103 percent in 2002 compared to 2001 as a result of
increased sales and improved operating income as a
percent of sales.




for 2002

Corporate
compared to 2001, excluding special charges of $1.2
million in 2001, increased 23 percent. The increase in
expenses was due to higher incentive compensation
resulting from increased earnings, higher charitable
contribution expense and business development
Ccosts.

operating  expenses

Interest Expense: Interest expense for 2002 was
lower than 2001 due primarily to lower average
interest rates.

Loss on Securities: During 2001, Maytag
recognized a loss on securities of $7.2 million
resulting from the write-off of the remaining
investment in an Internet-related company (see “Loss
on Securities” section in the Notes to Consolidated
Financial Statements for further discussion).

Income Taxes: The effective tax rates for 2002
and 2001 were 34 percent and 14.2 percent,
respectively. The 2001 effective tax rate, excluding a
one-time tax benefit of $42 million and the $7.2
million loss on securities, was 32.9 percent. The $42
million one-time tax benefit was associated with the
settlement of an Internal Revenue Service audit.
Offsetting this was the absence of any tax benefit
from the loss on securities due to the uncertainty of
utilization of capital loss carryforwards. The effective
tax rate for 2002 increased compared to 2001 due to
the retirement of the Maytag Capital Trusts (“Maytag
Trusts”) in 2001 and the 2002 purchase of the
noncontrolling interest in Anvil Technologies LLC
(“Anvil”) from an outside investor (see “Minority
Interests” section in the Notes to Consolidated
Financial Statements for further discussion on the
Maytag Trusts and Anvil). The financing costs
associated with the Maytag Trusts and Anvil were
recognized as minority interests with the tax benefit
included as a component of tax expense. These
minority interests have been retired and refinanced
with borrowings for which interest expense has
reduced income before tax and minority interest.
Because tax expense was unaffected by the
retirement of these instruments, the effective tax rate
increased. The increased rate was also due to
increased income in 2002 that caused tax credits to

have less of an impact on lowering the effective tax

rate. The effect of these items on the effective tax
rate was partially offset by the elimination of
goodwill amortization in 2002 that is nondeductible
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for income tax purposes. Potential federal and state
legislative tax changes, coupled with the 2002
retirement of the minority interest in Anvil, could
result in an increase of Maytag’s effective tax rate for
2003.

Minority Interest: Minority interest decreased
by $10.7 million in 2002 compared to 2001. The
decrease was due to Maytag’s purchase of the
noncontrolling interest in Anvil from an outside
investor in 2002 as well as the fact that the 2001
results included the Maytag Trusts which were not
retired until the third quarter of 2001 (see “Minority
Interests” section in the Notes to Consolidated
Financial Statements for further discussion of Anvil
and the Maytag Trusts). Both these minority interests
were refinanced with debt.

Discontinued Operations: During 2001, the
Company committed to a plan to dispose of its
interest in Rongshida-Maytag, a majority-owned joint
venture in China. A charge was recognized in 2001
of approximately $42.3 million to write down the
Company’s interest in the net assets of Rongshida-
Maytag to its fair value less cost to dispose. Based on
current market conditions and negotiations with
potential buyers, the fair value of the Company’s
interest in Rongshida-Maytag has been re-evaluated,
and the estimate of the value has not changed
materially since the end of 2001.

During 2001, a $59.5 million net loss was
recognized on the sale of the Blodgett foodservice
operations. No tax benefit was recognized on the
$59.5 million capital loss because the future tax
benefit from utilization of this loss is uncertain. The
sale of Blodgett generated notes receivable of $21
million and net cash proceeds of $70.6 million after
transaction costs of $3.4 million.

Extraordinary Item-Loss on Early Retirement of
Debt: In 2001, Maytag recognized an after-tax loss of
$5.2 million on early retirement of debt related to the
cost of refinancing the Maytag Trusts (see “Minority
Interests” section in the Notes to Consolidated
Financial Statements for further discussion on the
Maytag Trusts).

Cumulative Effect of Accounting Change: A
cumulative effect of accounting change of $3.7
million was recognized in 2001 as a result of the
implementation of accounting rules that required




Maytag to establish the fair market value of the put
obligations and purchase contracts associated with
the Maytag Trusts on the balance sheet (see
“Cumulative Effect of Accounting Change” section
in the Notes to the Consolidated Financial Statements
for further discussion.

Net Income (Loss): The following table
summarizes the impact of the gain on sale of
distribution center, special charges, loss on securities,
one-time tax benefit, discontinued operations,
extraordinary item and cumulative effect of
accounting change on reported net income and
diluted earnings per share. The increase in net
income in 2002 compared to 2001, excluding the
items listed above, was due primarily to the increase
in operating income. The increase in diluted earnings
per share in 2002 compared to 2001, excluding the
items listed above, was also due primarily to the
increase in operating income as average diluted
shares outstanding were comparable.

Year Ended
December 31
2062 2001

Net income (loss) (in thousands)

Net income excluding
following items: ........

$230,233 $ 139,012
Gain on sale of distribution :

center ................ 5,462 —
Special charges .. ......... (44,294) - (6,244)
Loss on securities . ........ — (7,230)
Tax benefit .............. — 42,000
Discontinued operations . . . . (2,607 (110,904)
Extraordinary item-loss on

early retirement of debt .. — (5,171)
Cumulative effect of

accounting change ...... — (3,727)

$188,794 $ 47,736

Reported net income
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Year Ended

December 31

Diluted earnings (loss) per comenon share 2002 2001
Diluted earnings per share

excluding following items: . . ... $293 $1.77
Gain on sale of distribution center . 0.07 —
Special charge . ................ (0.56) (0.08)
Loss on securities .............. — 0.09)
Taxbenefit ................... — 0.53
Discontinued operations ......... (0.03) (1.41)
Extraordinary item-loss on early

retirementofdebt ............ —_ 0.07)
Cumulative effect of accounting

change .................. ... — 0.76
Reported diluted earning per share . $2.40 $ 1.41

The $3.7 million cumulative effect of

accounting change in 2001 was accretive to diluted -
earnings per share by $0.76 due to the specific
calculation requirements of dilutive earnings per
share according to FASB Statement No. 128,
“Earnings Per Share” (see “Earnings Per Share”
section in the Notes to the Consolidated Financial
Statements for further discussion).

Comparison of 2001 with 2000

Net Sales: Consolidated net sales for 2001 were
$4.185 billion, an increase of eight percent from
2000. Excluding the impact of the Amana
acquisition, 2001 net sales were flat compared to
2000.

Home appliances net sales, which includes
major appliances, floor care products and
international export sales, increased 10 percent
compared to 2000 due primarily to the impact of the
Amana acquisition. Excluding Amana, home
appliances sales were up one percent with increases
in major appliances partially offset by decreases in
floor care products and export sales. The increase in
major appliances sales was achieved despite a decline
in industry unit shipments for 2001. The decrease in
sales of floor care products was due to the industry
being down, the retail focus on lower priced products
in contrast to Maytag’s strategy of premium priced
products, and higher sales beginning in the third
quarter of 2000 associated with the introduction of
Maytag’s new bagless floor care products.




Commercial appliances net sales, which include
vending and commercial cooking, decreased 18
percent in 2001 compared to 2000. The net sales
decrease was due primarily to the weak vending
equipment industry.

Gross Profit: Consolidated gross profit as a
percent of sales decreased to 20.7 percent in 2001
from 25.3 percent of sales in 2000. The decrease was
due primarily to lower product pricing, unfavorable
product mix and higher distribution and warranty
costs partially offset by lower raw material costs.

Selling, General and Administrative Expenses:
Consolidated selling, general and administrative
expenses were 13.5 percent -of sales in 2001
compared to 13.0 percent of sales in 2000. The
increase was due primarily to higher national
advertising expenses as well as other general and
administrative expenses.

Special Charges: During 2001, Maytag
recognized special charges of $9.8. million ($6.2
million after-tax) associated with a salaried
workforce reduction and asset write-downs. Of the
$9.8 million, $7.9 million, $0.7 million and $1.2
million were recorded in the home appliances
segment, commercial appliances segment and
corporate, respectively.

During 2000, Maytag recognized in operating
income, special charges of $39.9 million ($25.3
million after-tax) associated with terminated product
initiatives, asset write-downs and eXecutive
severance costs. Of the $39.9 million, $19.7 million
and $20.2 million were recorded in the home
appliances segment and corporate, respectively.

Operating Income: The following tables
summarize the impact of special charges on reported
consolidated operating income and reported
consolidated operating income as a percent of sales:
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Year Ended
December 31

Operating income (loss)
(in thousands)

2001 2000

Consolidated-operating
income excluding special
charges
Special charges

$298,908 $479,615
(9,756)  (39,900)

Consolidated-reported

operating income $289,152 $439,715

Year Ended

Operating income (loss) as December 31
a percent of net sales 2001 2000
Consolidated-operating

income excluding special

charges ................ 7.1% 12.3%

Special charges ......... 0.2) (1.0)
Consolidated-reported

operating income ........ 6.9% 11.3%

Consolidated operating income for 2001 was 6.9
percent of sales, compared to 11.3 percent of sales, in
2000. Excluding the special charges of $9.8 million,
consolidated operating income as a percent of sales
for 2001 was 7.1 percent. Excluding the special
charges of $39.9 million, consolidated operating
income as a percent of sales for 2000 was 12.3
percent. The decrease in operating income as a
percent of sales was due primarily to the decrease in
gross profit as a percent of sales. Operating income in
2001, excluding special charges, decreased 38
percent compared to 2000 due primarily to a decrease
in gross profit.




The following tables summarize the impact of
the special charges on teported consolidated
operating income and reported consolidated
operating income as a percent of sales by reportable
segment:

Year Ended
December 31
Operating income (loss)
(in thousands) 2001 2000

Home appliances-operating
income excluding special

charges ................ $332,563 $497,837

Special charges ........... (7,917) (19,700)
Home appliances-reported

operating income ........ 324,646 478,137
Commercial appliances-

operating income

excluding special charges . 6,426 29,532
Special charges ........... (671) —
Commercial appliances-

reported operating income . 5,755 29,532
General corporate-operating

income excluding special

charges ................ (40,081) (47,754)
Special charges ........... (1,168) (20,200)
General corporate-reported

operating income . ....... (41,249) (67,954)

Consolidated-reported

operating income . ....... $289,152 $439,715

Year Ended
December 31
Operating income (loss)
as a percent of net sales @;}1 2000
Home appliances-operating income
excluding special charges ........ 8.4% 13.8%
Special charges ................ ©.2) (0.5)
Home appliances-reported
operating income ........... 82 132

Commercial appliances-operating

income excluding special charges .. 2.8 10.5
Special charges ................ ©3) —
Commercial appliances-reported
operating income ........... 25 105
Consolidated-reported operating
income ............ ... ..., _§_.g% 11.3%

Home appliances operating income as a percent
of sales for 2001 was 8.2 percent, compared to 13.2
percent in 2000. Home appliances operating income
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as a percent of sales for 2001, excluding special
charges of $7.9 million, was 8.4 percent. Operating
income as a percent of sales in 2000, excluding
special charges of $19.7 million, was 13.8 percent of
sales in 2000. The decrease in operating income as a
percent of sales was due primarily to the decrease in
gross profit as a percent of sales discussed above.
Operating income in 2001, excluding special charges,
decreased 33 percent compared to 2000 due primarily
to a decrease in gross profit.

Commercial appliances operating income as a
percent of sales for 2001 was 2.5 percent compared
to 10.5 percent in 2000. Commercial appliances
operating income as a percent of sales for 2001,
excluding special charges of $0.7 million, was 2.8
percent. Operating income, excluding restructuring
charges, decreased 78 percent. The decrease in both
operating income as a percent of sales and operating
income for 2001 compared to 2000 was due primarily
to the decrease in sales.

Corporate  operating expenses for 2001
compared to 2000, excluding special charges of $1.2
million and $20.2 million in 2001 and 2009,
respectively, decreased 16 percent. The decrease in
expense was due primarily to higher business
development costs in 2000.

Interest Expense: Interest expense for 2001 was
seven percent higher than 2000. The increase resulted
from additional debt issued for the acquisition of
Amana and the classification of the financing costs
related to the Maytag Trusts as interest expense
instead of minority interest during the third quarter of
2001 (see “Minority Interests” section in the Notes to
Consolidated Financial Statements for further
discussion on the Maytag Trusts). These increases
were partially offset by lower average borrowing
rates.

Loss on Securities: During 2001, Maytag
recognized a loss on securities of $7.2 million
resulting from the write-off of a remaining
investment in an Internet-related company. During
2000, Maytag recognized losses on securities of
$17.6 million ($11.2 million after-tax) resulting from
a lower market valuation of securities held in
TurboChef Technologies, Inc. and investments in
privately held Internet-related companies (see “Loss
on Securities” section in the Notes to Consolidated
Financial Statements for further discussion).




Income Taxes: The effective tax rates for 2001
and 2000 were 14.2 percent and 33.6 percent,
respectively. The 2001 effective tax rate, excluding a
one-time tax benefit of $42 million and the $7.2
million loss on securities was 32.9 percent. The $42
million one-time tax benefit was associated with an

Internal Revenue Service audit settlement related to
recognition of capital gains in prior year tax returns
that were offset by available capital loss
carryforwards. Offsetting this was the absence of any
tax benefit from the loss on securities due to the
uncertainty of utilization of capital loss
carryforwards.

Minority Interest: Minority interest decreased
by $6.1 million in 2001 compared to 2000 due
primarily to the early retirement of the $200 million
Maytag Trust obligations as discussed under
“Extraordinary Item-Loss on Early Retirement of
Debt” of this Management’s Discussion and Analysis
and the classification of the financing costs related to
the Maytag Trusts as interest expense instead of
minority interest in the third quarter of 2001 (see
“Minority Interests” section in the Notes to
Consolidated Financial Statements for further
discussion ).

Discontinued Operations: During 2001, the
Company committed to a plan to dispose of its
interest in Rongshida-Maytag, a majority-owned joint
venture in China. A charge was recognized in 2001
of approximately $42.3- million to write down
Maytag’s interest in the net assets of Rongshida-
Maytag to its fair value less cost to dispose. The
estimated fair value was calculated using expected
future cash flows discounted at a ten percent rate as
there was no observable market price. No tax benefit
was recognized on the $42.3 million capital loss as
the future tax benefit from such loss was uncertain.

During 2001, a $59.5 million net loss was
recognized on the sale of Blodgett. No tax benefit
was recognized on the $59.5 million capital loss
because the future tax benefit from utilization of this
loss was uncertain. The sale of Blodgett generated
notes receivable of $21 million and net cash proceeds
of $70.6 million after transaction costs of $3.4
million.

Extraordinary Item-Loss on Early Retirement of
Debt: In 2001, Maytag recognized an after-tax loss
on early retirement of debt of $5.2 million related to

the cost of refinancing the Maytag Trusts (see
“Minority Interests” section in the Notes to
Consolidated Financial Statements for further
discussion on the Maytag Trusts).

Cumulative Effect of Accounting Change: A
cumulative effect of accounting change of $3.7
million was recognized in 2001 as a result of the
implementation of accounting rules that required’
Maytag to establish the fair market value of the put
obligations and purchase contracts associated with
the Maytag Trusts on the balance sheet (see
“Cumulative Effect of Accounting Change” section
in the Notes to the Consolidated Financial Statements
for further discussion of the Maytag Trusts).

Net Income (Loss):. The following table
summarizes the impact of special charges, loss on
securities, one-time tax benefit, discontinued
operations, extraordinary item and cumulative effect
of accounting change on reported net income and
diluted earnings per share. The decrease in net
income in 2001 compared to 2000, excluding the
items listed above, was due primarily to the decrease
in operating income. The decrease in diluted earnings
per share in 2001 compared to 2000, excluding the
items listed above, was also due primarily to the
decrease in operating income partially offset by
lower diluted average shares outstanding.

Year Ended December 31
Net income (loss) (in thousands) 2001 2000

Net income excluding

following items: ........ $ 139,012 $252,880

Special charges ......... (6,244)  (25,337)
Loss on securities ... .... (7,230) (11,176)
Tax benefit ............ 42,000 —_—
Discontinued operations .. (110,904)  (15,400)
Extraordinary item-loss on

early retirement of debt (5,171 —
Cumulative effect of

accounting change .. .. (3,727) —

Reported net income . ... .. $ 47,736 $200,967




Year Ended
December 31
Diluted earnings (loss) per commeon share 2001 2600
Diluted earnings per share
excluding following items: $1.77 $3.07
Special charge ............... (0.08) (0.31)
Loss on securities ............ 0.09) (0.14)
Tax benefit ................. 0.53 —
Discontinued operations . . .. ... (141) (0.19)
Extraordinary item-loss on early
retirement of debt .......... 0.07) —
Cumulative effect of accounting
change ................... 0.76 —
Reported diluted earning per share . $ 141 $2.44
The $3.7 million cumulative effect of

accounting change in 2001 was accretive to diluted
earnings per share by $0.76 due to the specific
calculation requirements of dilutive earnings per
share according to FASB Statement No. 128,
“Earnings Per Share” (see “Earnings Per Share”
section in the Notes to the Consolidated Financial
Statements for further discussion).

Liguidity and Capital Rescurces

Maytag’s primary sources of liquidity are cash
provided by operating activities and borrowings.
Detailed information on Maytag’s cash flows is
presented in the Consolidated Statements of Cash
Flows.

Net Cash Provided by Operating Activities:
Cash flow provided by operating activities consists
primarily of net income adjusted for certain non-cash
items, changes in working capital items, changes in
pension assets and liabilities and postretirement
benefits. Non-cash items include depreciation and
amortization and deferred income taxes. Working
capital items consist primarily of accounts receivable,
inventories, other current assets and other current
liabilities.

Net cash provided by operating activities for
" 2002 decreased $46 million compared to 2001. The
decrease was due primarily to $193 million of

pension contributions in 2002 compared with $68

million in.contributions in 2001. This increase offset
higher net income and favorable working capital
performance in 2002 compared to 2001. Although
Maytag has no minimum ERISA funding
requirements in 2003, pension contributions are
expected to be $135 million.
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A portion of Maytag’s accounts receivable is
concentrated among major national retailers. A
significant loss of business with any of these retailers
could have an adverse impact on Maytag’s ongoing
operations. Maytag continues to sell products to a
major retailer that has filed for reorganization under
bankruptcy laws. The accounts receivable balance
with this retailer was less than two percent of
Maytag’s net accounts receivable at December 31,
2002.

Maytag has arrangements with certain finance
companies to provide floor plan financing for certain
customers. These arrangements provide liquidity for
Maytag by financing customer purchases of Maytag
products. The accounts receivable are sold without
recourse. Maytag also sells accounts receivable to an
unconsolidated finance company in which it has a 50
percent ownership interest that was acquired in
conjunction with the purchase of Amana. These
accounts receivable are also sold without recourse
although the Company is required to repurchase
repossessed inventory. No such repurchases have
been required to date nor are any anticipated. A total
of $27 million of receivables and $11 million of debt
were outstanding at December 31, 2002 on the
unconsolidated finance company’s balance sheet.
Maytag’s investment in the finance company is
accounted for using the equity method and a total
investment of $1.5 million was reflected on Maytag’s
Consolidated Balance Sheet as of December 31,
2002. '

Total Investing Activities: Maytag’s capital
expenditures represent continual investments in its
businesses for new product designs, cost reduction
programs, replacement of equipment, capacity |
expansion and government mandated product
requirements and similar items.

Capital expenditures in 2002 were $230 million
compared to $146 million in 2001. This increase was
due to product introductions in 2002 and initial
investments for 2003 product introductions. Maytag
plans to invest approximately $240 million in capital
expenditures in 2003.

Total Financing Activities: Dividend payments
on Maytag’s common stock in 2002 and 2001 were
$56 million and $55 million, respectively, or $0.72
per share in each year.




Any funding requirements for future investing
and financing activities in excess of cash on hand and
generated from operations will be supplemented by
borrowings. Maytag’s commercial paper program is

supported by two credit agreements with a
consortium of lenders that provide revolving credit
facilities of $200 million each, totaling $400 million.
These agreements expire May 1, 2003 and May 3,
2004. Maytag had $179 million of commercial paper
outstanding as of December 31, 2002 that is
classified as notes payable on the Consolidated
Balance Sheets. The credit agreements include
financial covenants with respect to interest coverage
and debt to earnings before interest, taxes,
depreciation and amortization. Maytag was in
compliance with these covenants as of December 31,
2002 and expects to be in compliance with these
financial covenants through the end of 2003. The
existence of an event of default under the credit
agreements or the termination of the credit
agreements because of an event of default would
adversely impact Maytag’s ability to borrow through
the sale of commercial paper. Maytag has a shelf
registration statement with the Securities and
Exchange Commission providing the ability to issue
publicly an aggregate of $300 million of medium-
term notes as of December 31, 2002.

In 2002, Maytag purchased the noncontrolling
interest in Anvil Technologies LLC (“Anvil”’) from
an outside investor for $99.9 million. Maytag
financed this purchase with commercial paper.
Including the purchase of the minority interest in
Anvil, Maytag reduced financing obligations by
approximately $200 million in 2002. For the full year
2003, Maytag expects to reduce financing obligations
by $100 million.

Shareowners’ Equiry: Maytag shareowner’s
equity has decreased due to a share repurchase
program that increased the cost of treasury stock held
from $219 thousand at December 31, 1994 to $1.5
billion at December 31, 2002. The Company has also
made pension liability adjustments as required by
FASB Statement No. 87 due to the underfunded
status of its pension plans that reduced equity in 2002
and 2001 (for further discussion, see disclosure about
pensions in the “Critical Accounting Policies” above
in this Management’s Discussion & Analysis).
Management does not believe that the current low
level of equity poses a risk to Maytag because its
cash flow is strong and there are no covenants in any
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of its debt instruments that relate to equity or any
debt-to-asset ratios.

Restructuring Charges

During the fourth quarter of 2002, Maytag
announced its intention to close a refrigeration
manufacturing facility located in Galesburg, Illinois
by the end of 2004. The refrigeration production
activity will be discontinued at Galesburg and new,
redesigned models will be produced at an existing
facility in Amana, Iowa and a new facility located in
Reynosa, Mexico.

In 2002, Maytag recognized a pre-tax
restructuring charge of $67.1 million ($44.3 million
after-tax) in connection with the planned closing, all
included in Special charges on the Consolidated
Statements of Income. Of the $67.1 million charge,
$32.8 million related to asset impairments,
accelerated depreciation and severance and related
costs. The remaining $34.4 million related to pension
and postretirement medical curtailment charges. The
asset impairment and accelerated depreciation
charges were determined using estimated future cash
flows through the closure date and directly reduced
Property, plant and equipment on the Consolidated
Balance Sheets. The severance and related costs are
reflected in Accrued liabilities on the Consolidated
Balance Sheets. The pension and postretirement
medical curtailment costs are reflected in the
Accrued pension cost and Postretirement benefit
liability on the Consolidated Balance Sheets. For
additional disclosures regarding the pension and
postretirement medical curtailment costs related to
restructuring, see the ‘“Pension Benefits” and
“Postretirement Benefits” sections in the Notes to
Consolidated Financial Statements.

The total pre-tax restructuring charges are
estimated to be in the range of $140 to $160 million,
with the remaining expense to be recognized in 2003
and 2004. Approximately $30 million of the total
restructuring  charge (excluding pension and
;ﬁostretirement curtailment charges) will be cash
items primarily related to severance costs and costs
to move equipment most of which will be paid in
2003 and 2004. Cash expenditures for 2002 related to
this charge were $0.1 million.




Future Obligations and Commitments

Future obligations and commitments consisted of the following:

Payments Due by Year

in thousands Total 2003

2004 2005 2006 2007 Thereafter

Long-term debt

§ 934,079 $195,312

Notes payable ............ 178,559 178,559
Future minimum lease

payments for operating

leases ................. 83,809 22,368
Commitments for capital

expenditures ........... 97,700 97,700

$25940 $ 3,928 $420,670 §$ 8,000 $280,229

19,156 14,271 11,566 8,073 8,375

Future obligations and
commitments ...........
In the normal course of business operations,
Maytag also has long-term purchase commitments
related to certain raw materials that are not included
in the table above.

Market Risks

Maytag is exposed to foreign currency exchange
risk related to its transactions, assets and liabilities
denominated in foreign currencies. Foreign currency
forward and option contracts are entered into to
manage certain foreign exchange exposures. It is
Maytag’s policy to hedge a portion of its anticipated
foreign currency denominated export sales
transactions, which are denominated primarily in
Canadian dollars, for periods not exceeding twelve
months. At December 31, 2002, a uniform 10 percent
strengthening of the U.S. dollar relative to the foreign
currencies in which Maytag’s sales are denominated
would result in a decrease in net income of
approximately $12 million for the year ending
December 31, 2003. This sensitivity analysis of the
effects of changes in foreign currency exchange rates
does not factor in potential changes in sales levels or
local currency prices.

Maytag-also is exposed to commodity price risk
related to its purchase of selected commodities used
in the manufacturing of its products. Commodity
swap agreements are entered into reducing the effect
of changing raw material prices for selected
commodities. At December 31, 2002, a uniform 10
percent increase in the price of commodities covered
by commodity swap agreements would result in a
decrease in net income of approximately $4 million
for the year ending December 31, 2003. ‘

$1,294,147 $493,939
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$45,096 $18,199 $432,236 $16,073 $288,604

Maytag also is exposed to interest rate risk in
the portfolio of its debt. Maytag uses interest rate
swap contracts to adjust the proportion of total debt
that is subject to variable and fixed interest rates. The
swaps involve the exchange of fixed and variable rate
payments without exchanging the notional principal

. amount. At December 31, 2002, a uniform 10 percent

increase in interest rates would result in a decrease in
net income of approximately $1 million for the year
ending December 31, 2003.

Neon-Exchange Traded Contracts Accounted for at
Fair Value

The Company has a trading program of interest
rate swaps that it marks to market each period. The
swap transactions involve the exchange of Canadian
variable interest and fixed interest rate instruments.
As of December 31, the Company had five swap
transactions outstanding that mature on June 10, 2003
with a total notional amount of $53.8 million and $61
million as of December 31, 2002 and December 31,
2001, respectively. The fair value of the swap
positions of $4.7 million at December 31, 2002 and
$14.9 million at December 31, 2001 is reflected in
Other noncurrent liabilities
Balance Sheets. The value of these individual swaps
is dependent upon movements in the Canadian and
U.S. interest rates. The decrease in fair value was due
to settlements during the year. As the portfolio of
interest rate swaps outstanding at December 31, 2002
is structured, there would be no measurable impact
on the net market value of the swap transactions
outstanding with any future changes in interest rates.
In 2002, 2001 and 2000 the Company incurred net
interest expense of $0.2 million, $1.3 million and

in the Consolidated |




$1.5 million, respectively in connection with these
swap transactions. The payments made or received as
well as the mark to market adjustment are recognized
in Interest expense.

Contingencies

Maytag has contingent liabilities arising in the
normal course of business, including pending
litigation, environmental remediation, taxes and other
claims. Its law department estimates the costs to
settle pending litigation, including legal expenses,
based on its experience involving similar cases,
specific facts known, and, if applicable, based on
judgments of outside counsel. Maytag believes the
outcome of these matters will not have a material
adverse effect on its consolidated financial position.
It is possible, however, that future results of
operations, for any particular quarterly or annual
period, could be materially affected by changes in
Maytag’s estimates.

In February 2003, a jury entered a verdict of
$2.1 million in compensatory damages and $17.9
million in punitive damages against Amana
Company, L.P, the entity from which Maytag
purchased the Amana businesses in 2001. The case
involved the termination of a commercial
distributorship for Amana products prior to the
acquisition of the Amana business. Maytag is
appealing the verdict and believes that the ultimate
resolution of the case will not have a material impact
on the financial position of the Company.

As of December 31, 2002, Maytag had
approximately $49 million in stand-by letters of
-credit primarily associated with the requirement to
fund certain unqualified pension plans in the event of
a change in control.

Forward-Looking Statements

This Management’s Discussion and Analysis
contains statements that are not historical facts and
are considered “forward-looking” within the meaning
of the Private Securities Litigation Reform Act of
1995. These forward-looking statements are
identified by their use of the terms: “expect(s),”
“intend(s),” “may impact,” “plan(s),” “should”
“believe(s)” or similar terms. Maytag or its
representatives may also make similar forward-
looking statements from time to time orally or in
writing. Maytag cautions the reader that these
forward-looking statements are subject to a number
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of risks, uncertainties, or other factors that may cause
(and in some cases have caused) actual results to
differ materially from those described in the forward-
looking statements. These risks and uncertainties
include, but are not limited to, the following:
business conditions and growth of industries in which
Maytag competes, including changes in economic
conditions in the geographic areas where its
operations exist or products are sold; timing, start-up
and customer acceptance of newly designed products;
shortages of manufacturing capacity; competitive
factors, such as price competition and new product
introductions; significant loss of business or inability
to collect accounts receivable from a major national
retailer; the cost and availability of raw materials and
purchased components, including the impact of
tariffs; the timing and progress with which it can
continue to achieve further cost reductions and
savings from its selling, general and administrative
expenses and restructuring initiatives; union labor
relationships; progress on capital projects; the impact
of business acquisitions or dispositions; the ability of
Maytag to integrate the operations from acquisitions
into its operations; increasing pension and
postretirement health care costs; the costs of
complying with governmental regulations; litigation,
product warranty claims, energy supply, pricing, or
supplier disruptions, currency fluctuations or the
material worsening of economic and political
situations around the world.

These factors may not constitute all factors that
could cause actual results to differ materially from
those discussed in any forward-looking statement.
Maytag operates in a continually changing business
environment and new facts emerge from time to time.
It cannot predict such factors nor can it assess the
impact, if any, of such factors on its financial
position or its results of operations. Accordingly,
forward-looking statements should not be relied upon
as a predictor of actual results. Maytag disclaims any
responsibility to update any forward-looking
statement provided in this document.

Item 7A., Quantitative and Qualitative *
Disclosure about Market Risk.

See discussion of quantitative and qualitative
disclosures about market risk in “Market Risks”
section of this Management’s Discussion and
Analysis,
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Report of Independent Auditors

Shareowners and Board of Directors
Maytag Corporation

We have audited the accompanying consolidated balance sheets of Maytag Corporation as of December 31,
2002 and 2001, and the related consolidated statements of income, comprehensive income, shareowners’ equity,
and cash flows for each of three years in the period ended December 31, 2002. Our audits also included the
financial statement schedule listed in the Index at Item 15(a). These financial statements and schedule are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements and schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of Maytag Corporation at December 31, 2002 and 2001, and the consolidated
results of their operations and their cash flows for each of the three years in the period ended December 31, 2002,
in conformity with accounting principles generally accepted in the United States. Also, in our opinion, the related
financial statement schedule, when considered in relation to the basic financial statements taken as a whole,
presents fairly in all material respects the information set forth therein.

As discussed in the Accounting Policies footnote to the consolidated financial statements, in 2002 the
Company changed its method of accounting for goodwill and other intangibles.

ErnST & YounG LLP

Chicago, Illinois
January 21, 2003
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CONSCLIDATED STATEMENTS OF INCOME
Year Ended December 31
2042 2001 2000
In thousands, except per share data
Nt SAlES .. vttt et $4,666,031 $4,185,051 $3,891,500
Costof sales ... ...ovit 3,661,429 3,320,209 2,906,019
Gross profit . ..ot e e 1,004,602 864,842 085,481
Selling, general and administrative eXpenses ...................... 577,995 565,934 505,866
Special charges . .. ... 67,112 9,756 39,900
Operating iNCOME . .« .ottt ettt 359,495 289,152 439,715
INEErest €XPENSE . . . oot e e (62,390) (64,828) (60,309)
Loss onsecurities .. ..., ...t e — (7,230) (17,600)
Other—net ... .... P (1,449) (5,010) (5,152)
Income from continuing operations before income taxes,
minority interests, extraordinary item and cumulative effect
of accounting change ... ....... ... ... ... .. o 295,656 212,084 356,654
INCOIMIE TAXES .« v ot ettt e et et e e e et et e e e e 100,523 30,089 119,719
Income from continuing operations before minority interests,
extraordinary item and cumulative effect of accounting
Change ... e 195,133 181,995 236,935
Minority Interests . . ......... ...t e (3,732) (14,457) (20,568)
Income from continuing operations before extraordinary item
and cumulative effect of accounting change ............. 191,401 167,538 216,367
Discontinued operations, net of tax:
Loss from discontinued operations ................ ... ... ..., (2,607) (9,100) (15,400)
Provision for impairment of China joint venture ............... —_ (42,304) —
Lossonsaleof Blodgett ........ ... ... ... ... .. ... ... .. — (59,500) —
Loss from discontinued operations ...................... 2,607y  (110,904) (15,400)
Income before extraordinary item and cumulative effect of
accounting change . ...t 188,794 56,634 200,967
Extraordinary item—Iloss on early retirement of debt . . .............. — (5,171) —
Cumulative effect of accounting change . ......................... — 3,727) —
Netincome ..........ooiiiiiiiiiii .. $ 183,794 $ 47,736 $ 200967
Basic earnings (loss) per commen share:
Income from continuing operations before extraordinary item and
cumulative effect of accounting change ........................ 5 246 % 219 $ 278
Discontinued Operations . ..............oiviriiiiiiiaii (0.03) (1.45) (0.20)
Extraordinary item—Iloss on early retirementofdebt . ............... — (0.07) —
Cumulative effect of accountingchange .......................... — (0.05) —
Netincome ....... ..o $ 243 % 062 §$ 2.58
Diluted earnings (loss) per commeon share:
Income from continuing operations before extraordinary item and
cumulative effect of accounting change ........................ $ 244§ 213 $ 2.63
Discontinued Operations . ..........c....iitiitiiin i, (0.03) (1.41) 0.19)
Extraordinary item—Iloss on early retirement of debt. ............... — (0.07) —
Cumulative effect of accountingchange . ......................... — 0.76 —
NetinCome ....o.iouiiii e, $ 240 $ 141 $ 2.44
See notes to consolidated financial statements.
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CONSQOLIDATED BALANCE SHEETS

ASSETS
Current assets
Cashand cashequivalents . . ... ... i e

Accounts receivable, less allowance for doubtful accounts (2002—$24,451;
2001824, 120 . o o e e

TNV OTIES .« ..o e e e e
Deferred InCOmE taXES . . .ot v it it e e e e
Other CUITENT SSELS . . . o vt ettt et e e e e et e e et e e
Discontinued CUITENT @SSELS . . . v\ vt vt ittt ettt et et et

Total CUITENt ASSELS . .\ttt ettt et e e

Noncurrent assets
Deferred inCOME taXeS . . ... oot vt et e e et e e
Prepaid pensioncost ............... ... ..., e
Intangible pension asset ............ .. .. i i

Goodwill, less allowance for amortization (2002—3$120,929;
2001—8120,020) . ..o

Other intangibles, less allowance for amortization (2002—3$3,574;
2001—82,466) . ..\

Other NONCUITENE @SSELS &+ v\ v v vt e ettt ettt et e e e et s

Discontinued nONCUITENt 8SSELS . . ... vt i ittt e et e e
Total NONCUITENT @SSES . v v v vttt et it e e et et e e e

Property, plant and equipment

Buildings and improvements . ... .. ... .. e
Machinery and equipment . . ... ... .ot

CONSINUCHON 1N PIOBTESS . . .ot ottt it et e e et et e

Less accumulated depreciation . .......... . .. i
Total property, plant and equipment . ......... ...

Total @SSELS .. oottt e e e e e

See notes to consolidated financial statements.
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December 31

2002

2001

In thousands,
except share data

8,106 $ 109,370
586,447 618,101
468,433 447,866

66,911 63,557
116,803 40,750
76,899 89,900
1,323,599 1,369,544
190,726 202,867
1,677 1,532
79,139 101,915
280,932 260,401
35,573 36,508
65,270 62,548
61,205 60,001
714,542 725,772
24,532 20,854
383,146 352,447
1,992,357 1,812,446
94,873 146,335
2,494,908 2,332,082
1,428,800 1,296,347
1,066,108 1,035,735
$3,104,249  $3,131,051




CONSOLEIDATED BALANCE SHEETS

LIABILITIES AND SHAREOWNERS’ EQUITY

Current liabifities

Notespayable ........ ... i e
Accounts payable .. ... ...
Compensation to employees . .. ...ttt
Accrued liabilities . ... ... ...
Current portion of long-termdebt ......... ... ... ... ... .. L
Discontinued current liability .. ...... ... .. . . .

Total current Habilities . ... ...ttt

Noncurrent liabikities

Long-term debt, less current portion . ........ ... .. . i i
Postretirement benefit liability ............ ... ... i
Accrued pension CoSt . ... ... e
Other noncurrent liabilities . . ...... ... . .. o i
Discontinued noncurrent liability . ...... ... .. ... . o

Total noncurrent liabilities . ...... . ... o,

MINOTItY INEETESIS . . ..ottt it et e e

Shareowners’ equity

Preferred stock:
Authorized—24,000,000 shares (par value $1.00)
Issued—none
Common stock:
Authorized—200,000,000 shares (par value $1.25)
Issued—117,150,593 shares, including shares in treasury . .............

Additional paid-incapital ....... ... . .
Retained arnings ... ... .. ..ttt e
Cost of commor stock in treasury (2002—38,862,526 shares;

2001—40,286,575 Shares) ... ..ottt
Employee stock Planis . . .. ..ottt e
Accumulated other comprehensiveincome ........ ... .. ... ... il

Total shareowners’ equity . .............cciiiniiniiiienaen..

Total liabilities and shareowners’ equity .......................

See notes to consolidated financial statements.
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December 31
2002 2001
Im thousands,
except share data
$ 178,559 § 148,247
363,639 316,050
95,329 78,281
228,471 274,549
195,312 " 133,586
102,430 112,702
1,163,740 1,063,415
738,767 932,065
517,510 497,182
488,751 352,861
131,525 139,162
21,817 22,678
1,898,370 1,943,948
— 100,142
146,438 146,438
438,889 450,683
1,296,805 1,164,021 “
(1,473,432) (1,527,777)
(14,120) (23,522)
(352,441) (186,297)
42,139 23,546

$ 3,104,249 § 3,131,051




CONSOLIDATED STATEMENTS OF SHARECWNERS’ EQUITY

December 31
2002 2001 2000

in thousands
Common stock
Balance at beginning of year . . ............... ... .. . e $ 146438 § 146,438 146,438
Balanceatendofyear ........ .. .. .. . . i 146,438 146,438 146,438
Additional paid-in capital
Balance at beginningof year ........... ... . oL 450,683 285,924 503,346
Stock option plans iSSUANCES .. ... ..ot (16,000) (7,933) (4,482)
Tax benefit of employee stock plans .. ............ .. ... ... .... 7,894 2,774 2,350
Forward stock purchase contract amendment . ................... — — (9,595)
Net put option premiums and settlements ....................... — (16,697) (1,129)
Purchase contract payments ....................oeonn.. . —_ (9,733) (7,573)
Stock issued in business acquisition .............. ... oo ... —_ (2,473) —_
Additional ESOP sharesissued ............ ... ... (2,397) 251) —
Other .. e (1,291) (928) 3,007
Temporary equity: put options ................ciiiiunennnnn.. — 200,000 (200,000)
Balanceatendof year ........ ..ot 438 889 450,683 285,924
Retained earnings
Balance at beginningof year . ........... .. ... .. .. .. 1,164,021 1,171,364 1,026,288
Net income ....... e e e 188,794 47,736 200,967
Dividends on common stock ........ . e (56,010) (55,079) (55,891)
Balance atendofyear ........ ... i 1,296,805 1,164,021 1,171,364
Treasury stock
Balance at beginningofyear . ..... ... ... . L 1,527,777y (1,539,163) (1,190,894)
Purchase of common stock for treasury ................. ... .... — (27,672) (357,684)
Stock option plans ISSUANCES .. ..o v vt n e 41,777 16,185 9,176
Stock issued in business acquisition ........ ... ... . L — 18,961 —
Additional ESOP sharesissued .......... .o, 13,344 3,447 —
Other . (776) 465 239
Balanceatendofyear ........ ... ... ... i (1,473,432) (1,527,777) (1,539,163)

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF SHAREHOWNERS’ EQUITY

December 31
2002 2001 2000
In thousands
Employee stock plans
Balance at beginning of vear . ........ .. .. .. . (23,522) (31,487) (38,836)
Restricted stock awards, NEt . . . ... it 2,342 905 289
ESOPsharesallocated . ... i 7,060 7,060 7,060
Balanceatendofyear ......... ... .. ... (14,120) (23,522) (31,487)
Accumuiated other comprehensive income
Minimum pension liability adjustment:
Balance at beginning of year ......... ... ... ... ... i (178,082) (959) (4,430)
Adjustmentfortheyear ........ ... . (163,577) (177,123) 3,471
Balanceatendof year ........ ... . .. e (341,659) (178,082) (959)
Unrealized gains (losses) on securities:
Balance at beginning of year ............ P 1,273 — (5,533)
Unrealized gains (losses) fortheyear ............. ... ... ... ... ... .. (1,840) 1,273 (3,564)
Reclassification adjustment for loss included in netincome .............. — — 9,097
Balanceatendofyear ....... ... o (567) 1,273 —
Unrealized gains (losses) on hedges:
Balance at beginning of year ......... ... .. ... . i i 044 — —
Unrealized gains (losses) fortheyear ......... ... ... ... i, (1,039) 944 —
Reclassification adjustment for loss included in netincome .............. 95 — —
‘Balanceatend ofyear ............ i e — 944 —
Foreign currency translation:
Balance at beginning of year . .......... ... ... i (10,432) (10,441 (8,999)
Translation adjustments .. .......... ottt 217 9 (1,442)
Balance atend of year ......... ... ... (10,215)  (10,432) (10,441)
Balance at beginning of year ............ ..t (186,297)  (11,400) (18,962)
Total adjustments fortheyear ...... ... ... ... .o i, (166,144) (174,897) 7,562
Balance atend of year ......... ... . .. (352,441) (186,297) (11,400)
Total shareowners” equity ... ......c.vvteeiurneneeeannne. .. $ 42,139 $ 23,546 $ 21,676

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year Ended December 31
2002 2001 2000
In thousands

NEtINCOME . .\ ottt e ettt e et e ettt $ 188,794 $ 47,736 $200,967
Other comprehensive income (loss) items, net of income taxes ...........

Unrealized gains (losses) on securities ..................cooou.ny (1,840) 1,273 (3,564)

Unrealized gains (losses)onhedges .......... ... ... .. ... ... .. (1,039) 944 —

Less: Reclassification adjustment for loss included in net income . . . 95 —_ 9,097

Minimum pension liability adjustment ......... ... ... ... .. .. 163,577y (177,123) 3471

Foreign currency translation ............ ... ... .o i, 217 9 (1,442)
Total other comprehensive income (loss) .................. ...l (166,144) (174,897) 7,562

Comprehensive income (1088) . ... ... cvivr e $ 22,650 $(127,161) $208,529

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31

2002

2001

2000

Operating activities

In thousands

NEtINCOME .. ot i et e e e e e e e e e $ 188,794 $ 47,736 $ 200,967

Adjustments to reconcile net income to net cash
provided by continuing operating activities:

Net loss from discontinued operations ............ ... .. ... i, 2,607 110,904 15,400
Extraordinary item-loss on early retirementofdebt ............................. — 5,171 —
Cumulative effect of accountingchange . ............. ... ... . ... ... ... .. — 3,727 —
MINOTILY INTETESES . o o\ vttt ettt e e e e e e 3,732 14,457 20,568
Depreciation . ... ... e 162,600 148,370 133,840
AIMOTHZALION .\ oottt e ettt ettt e et e e et e 1,108 10,605 10,196
Deferred INCOME taXES . . . .\t ot it it it et e e e et e e s 88,643 (4,607) (14,814)
Special charges, netof cashpaid.......... ... . oo i i 62,483 (4,778) 38,552
0SS ON SECUITIES . . . vttt e e e e e e — 7,230 17,600
Changes in working capital items exclusive of business acquisitions:
Accountsreceivable ... ... e 35,211 (17,575) (17,152)
L 1= (100 o 1= OO (21,985) 13,722 (10,179)
Other CUITEME SSEYS . . ottt it sttt et e ettt e e (74,905) 12,595 (6,183)
Other current Habilities ....... ... ... e 46,797 49,689 (17,114)
Pension assets and liabilities . ... ... .. . e (140,572) (27,275) (4,545)
Postretirement benefit liability ........ ... . .. 12,255 13,238 13,212
OtNer—et . . . ot e e (2,051) 27,908 1,285
Net cash provided by continuing operating activities . ..................... $ 364,717 $ 411,117 $ 381,633
Imvesting activities
Capital expenditiires . .. ... ..ottt e $(229,764) $(145,569) $(152,598)
Business acquisitions, net of cash acquired and transactions costs . . . ............... — (313,489) —
Proceeds from business disposition, net of transactioncosts ...................... — 70,623 —
Investing activities-continuing operations . .................covaiiaa.n. $(229,764) $(388,435) $(152,598)
Financing activities
Net proceeds (repayment) of notespayable .. ........ .. .. .., $ 30,312 $(151,356) $ 221,676
Proceeds from issuance of long-termdebt ............ ... ... ... .. ... ... . ... — 635,025 175,099
Repayment of long-termdebt .......... . ... . e (129,881) (289,156) (170,130)
Stock 1epurchases .. ... ... i i e — (27,672) (357,684)
Debt repurchase premiums . ... ... . e — 5,171 —
Forward stock purchase amendment . ........... ...ttt iiernnninnn.. _— — (9,595)
Stock options exercised and other common stock transactions .................... 26,049 4,828 4,693
Net put option premiums and settlements ............ ... .. it — (16,697) (1,129)
Dividends on cOmmon StOCK . ... .ottt e (56,010) (55,079) (55,891)
Dividends on minority InTerests ... .. ...ttt ittt et (5,577 (15,563) (20,545)
Purchase CONtract PayMeNtS . ... ...t ittt ittt i — 9,733) (7,573)
Purchase of Anvil LLC memberinterest . ... ... ou it iinnnnns (99,884) — —
Cash from (t0) discontinued Operations . ...............viviiieinnernnneena.n. (1,952) 11,376 (8,376)
Financing activities-continuing operations .............. ... $(236,943) $ 80,802 $(229,455)
Effect of exchangeratesoncash ... ... ... ... i i 726 (187) 387
Increase (decrease) in cash and cash equivalents ........................... (101,264) 103,297 (33)
Cash and cash equivalents at beginning of year . .................. ... ... ...... 109,370 6,073 6,106
Cash and cash equivalents atendof year .................... .. ..c..... $§ 8,106 $109370 $ 6,073
Cash flows from discontinued operations
Net cash provided by discontinued operating activities .......................... $ (5487 § 663 $ 3,642
Investing activities-discontinued Operations . .............. ..o, (1,198) (3,195) (10,228)
Financing activities-discontinued operations .......... ... ... .. ... i .. 1,958 (7,716) 5,002
Decrease in cash-discontinued operations . .. ............. ... ... ..., $ (4727) $ (10,248) $ (1,584)

See notes to consolidated financial statements.
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Notes to Consclidated Financial Statements

Summary of Significant Accounting Policies

Principles of Consolidation: The consolidated
financial statements include the accounts and
transactions of the Company and its wholly owned
and majority-owned subsidiaries. Intercompany
accounts and transactions have been eliminated in
consolidation.

Exchange rate fluctuations from translating the
financial statements of subsidiaries located outside
the United States into U.S. dollars are recorded in
accumulated other comprehensive income in
shareowners’ equity. All other foreign exchange
gains and losses are included in income.

Reclassifications: Certain previously reported
amounts have been reclassified to conform with the
current period presentation.

Use of Estimates: The preparation of the
consolidated financial statements in conformity with
generally accepted accounting principles requires
management to make estimates and assumptions that
affect the amounts reported in the consolidated
financial statements and accompanying notes. Actual
results could differ from those estimates.

Cash and Cash Eguivalents: Highly liquid
investments with a maturity of three months or less
when purchased are considered by the Company to
be cash equivalents.

Inventories: Inventories are stated at the lower
of cost or market. Inventory costs are primarily
determined by the last-in, first-out (LIFO) method.
Costs for other inventories have been determined
principally by the first-in, first-out (FIFO) method.

Income Taxes: Income taxes are accounted for
using the asset and liability approach in accordance
with Financial Accounting Standards Board (FASB)
Statement No. 109, “Accounting for Income Taxes.”
Such approach results in the recognition of deferred
tax assets and liabilities for the expected future tax
consequences of temporary differences between the
book carrying amounts and the tax basis of assets and
liabilities.

Intangibles: Intangibles principally represent
goodwill, which is the cost of business acquisitions in
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excess of the fair value of identifiable net tangible

. assets acquired. Goodwill was amortized over 20 1o

40 years using the straight-line method until the end
of 2001.

In June 2001, the Financial Accounting
Standards Board (FASB) issued Statement No. 142,
“Goodwill and Other Intangible Assets,” effective for
fiscal years beginning after December 15, 2001.
Under the new rules, goodwill and intangible assets
deemed to have indefinite lives are no longer
amortized but subject to annual impairment tests in
accordance with the Statement No. 142 (see
“Goodwill and Other Intangibles” section in the
Notes to Consolidated Financial Statements).

Property, Plant and Equipment: Property,
plant and equipment is stated on the basis of cost.
Depreciation expense is calculated principally on the
straight-line method to amortize the cost of the assets
over their estimated economic useful lives. The
estimated useful lives are 15 to 45 years for buildings
and improvements and 3 to 20 years for machinery
and equipment.

Ervironmental Expenditures: The Company
accrues for losses associated with environmental
remediation obligations when such losses are
probable and reasonably estimable. Accruals for
estimated losses from environmental remediation
obligations generally are recognized no later than
completion of the remedial feasibility study. Such
accruals are adjusted as further information develops
or circumstances change. Costs of future
expenditures  for  environmental remediation
obligations are not discounted to their present value.

Revenue Recognition, Shipping and Handling
and Product Warranty Costs: Revenue from sales
of products is recognized upon shipment to
customers. Shipping and handling fees charged to
customers are included in net sales, and shipping and
handling costs incurred by the Company are included
in cost of sales. Estimated product warranty costs are
recorded at the time of sale and periodically adjusted
to reflect actual experience.

Advertising and Sales Promotion: All costs
associated with advertising and promoting products
are expensed in the period incurred.

Financial Imstruments: The Company uses
foreign exchange forward contracts to manage the




currency exchange risk related to sales denominated
in foreign currencies. The fair values of the contracts
are reflected in Other current assets of the
Consolidated Balance Sheets. Changes in the fair
value of the contracts are recognized in Other-net of
the Consolidated Statements of Income.

The Company uses commodity swap
agreements to manage the risk related to changes in
the underlying material prices of component parts
used in the manufacture of home and commercial
appliances. The fair values of the contracts are
reflected in Other current assets of the Consolidated
Balance Sheets. Changes in the fair value of the
contracts are recognized in Other-net of the
Consolidated Statements of Income.

The Company has a trading program of interest
rate swap contracts outstanding that are marked to
market each period. The fair values of the swap
positions are reflected in Other noncurrent liabilities
of the Consolidated Balance Sheets. The payments
made or received, as well as the mark to market
adjustment, are recognized in Interest expense.

The Compeany uses interest rate swap contracts
to adjust the proportion of total debt that is subject to
variable and fixed interest rates. The interest rate
swap contracts are designated as fair value hedges
and the fair value of the contracts and the underlying
debt obligations are reflected as Other noncurrent
assets and Long-term debt in the Consolidated
Balance Sheets, respectively, with equal and
offsetting unrealized gains and losses in the interest
expense component of the Consolidated Statements
of Income. The contracts are a perfect hedge as their
terms, interest rates and payment dates exactly match
the underlying debt. Payments made or received are
recognized in interest expense.

Stock-Based Compensation: The Company has
elected to follow Accounting Principles Board
Opinion No. 25, “Accounting for Stock Issued to
Employees” (APB 25), and related interpretations in
accounting for its employee stock options and
awards. Under APB 25, employee stock options are
valued using the the intrinsic method, and no
compensation expense is recognized when the
exercise price of options equals or is greater than the
fair market value of the underlying stock on the date
of grant. The following table shows the effect on net
income and earnings per share if the Company had

- adjustments

32

applied the fair value recognition provision of FASB
Statement No. 123, “Accounting for Stock-Based
Compensation.”

2002 2001 2000

In thousands except
per share data

$188,794 $47,736 $200,967

Net income, as reported

Deduct: Total stock-
based employee
compensation
expense determined
under fair value based
method for all
awards, net of related :

(11,686)

tax effects ......... (8,802) (8,554)
Pro forma net income .. $179,992 $39,182 $189,281
Basic earnings per

share—asreported .. $§ 243 $ 062 §$§ 2358
Diluted earnings per

share—asreported .. $ 240 $ 141 $ 244
Basic earnings per

share—proforma ... $§ 232 § 051 § 243
Diluted earnings per

share—proforma ... $ 229 $ 130 $ 230

Earnimgs Per Commeon Share: Basic and
diluted earnings per share are calculated in
accordance with FASB Statement No. 128, “Earnings
Per Share.” Basic EPS is computed by dividing net
income by the weighted-average number of common
shares outstanding during the period. Diluted EPS

reflects the potential dilution from the exercise or

conversion of securities, such as stock options and
put options, into common stock.

Comprehensive  Income:  Comprehensive
Income is calculated in accordance with FASB
Statement No. 130, “Reporting Comprehensive
Income.” Statement No. 130 requires that unrealized
gains (losses) on the Company’s available-for-sale
securities, hedges, minimum pension liability
adjustments, and foreign currency translation
be included in accumulated other
comprehensive income as a component of
shareowners’ equity.

Impact of Recently Issued Accounting Standards

In November 2001, the FASB’s Emerging
Issues Task Force (EITF) reached consensus on Issue
No. 01-9, “Accounting for Consideration Given by a
Vendor to a Customer or a Reseller of the Vendor’s
Products.” This guidance was effective for periods




beginning after December 15, 2001. EITF 01-9
requires companies to classify certain sales incentive
costs as a reduction of sales. These costs were

previously classified in selling, general and
administrative expense. Maytag applied the new rules
beginning in the first quarter of 2002, and all prior
periods presented have been restated, as required.
There was no impact on Maytag’s operating income
or net income as a result of the new accounting
policy.

The FASB issued Statement No. 146,
“Accounting for Costs Associated with Exit or
Disposal Activities,” that nullifies Emerging Issues
Task Force (EITF) Issue No. 94-3, “Liability
Recognition for Certain Employee Termination
Benefits and Other Costs to Exit an Activity
(including  Certain  Costs Incurred in a
Restructuring).” Statement No. 146 requires that a
liability for a cost associated with an exit or disposal
activity be recognized when the liability is incurred.
The statement requires calculating an estimated fair
value of one-time termination benefits at the
communication date and recognizing those benefits
ratably over the future service period. A change in
the amount or timing of payments over the future
service period shall be recognized as an adjustment to
the liability in the period of change. The provisions
of Statement No. 146 are effective for exit or disposal
activities that are initiated after December 31, 2002.
The Company elected early adoption of Statement
No. 146 in the fourth quarter of 2002 (see “Special
Charges” section in the Notes to Consolidated
Financial Statements).

Discussion of FASB Statement No. 142,
“Goodwill and Other Intangible Assets,” effective for
fiscal years beginning after December 15, 2001 is
included in the “Goodwill and Other Intangibles”
section in the Notes to Consolidated Financial
Statements.

Business Acquisitions

Effective August 1, 2001, the Company
acquired the major appliances and commercial
microwave oven businesses of Amana Appliances
(“Amana”). The annual sales of the Amana
businesses acquired were approximately $900
million. The total purchase price of $330 million
included $313.5 million in cash, subject to
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adjustments, and delivery of 500 thousand shares of
Maytag common stock with a market value of $16.5
million. The $313.5 million in cash included
approximately $4.5 million in transaction costs
directly related to the acquisition as well as net cash
acquired of $4.7 million. During 2002, Maytag
finalized the valuation of Amana’s net assets, and
determined the purchase price exceeded the net fair
market value of the assets acquired by approximately
$21 million. The $21 million was reflected as
goodwill on the Consolidated Balance Sheets as of
December 31, 2002. The purchase contract contains a
price adjustment mechanism that, when settled, could
result in a change in the amount of the goodwill set
forth above.

The following table summarizes the fair market
values of the assets acquired and liabilities assumed
at the date of acquisition, subject to the final purchase
price adjustment:

Fair
Market
Values
In

thousands
Current assets . ............iuinin..n. $264,808
Noncurrent assets ................... 3,621
Property, plant and equipment . ........ 186,501
Goodwill ......... .. 20,551
Intangible assets .................... 35,000
Total assets acquired ............ 510,481
Current liabilities ................... 161,713
Noncurrent liabilities ................ 18,779
Net assets acquired August 1, 2001 . $329,989

To achieve synergies the Company formulated a
plan to restructure certain parts of the Amana
business that included elimination of duplicate
positions and relocating employees of the acquired
Amana operations. Approximately $8.7 million of
costs related to the reorganization were included in
the current liabilities of the net assets acquired, of
which $6.5 million and $1.8 million were expended
in cash during 2002 and 2001, respectively.

The acquired intangible assets of $35 million
represent trademarks that will be amortized over their
estimated useful life of 40 years. The Company used
the purchase method to account for the acquired net
assets and included Amana’s operations in the
consolidated financial statements as a part of the
home appliances segment beginning August 1, 2001.




Discontinued Operations

The Company adopted FASB Statement No.
144, “Accounting for the Impairment or Disposal of
Long-Lived Assets” in the fourth quarter of 2001 and
classified its Blodgett foodservice operations and its
50.5 percent-owned joint venture in China
(“Rongshida-Maytag™) as discontinued operations.
Previously, Blodgett had been included in the
commercial appliances segment and the international
segment had consisted solely of Rongshida-Maytag.

During 2001, a $59.5 million net loss was
recorded on the sale of Blodgett. No tax benefit was
recorded on the $59.5 million capital loss as the
future tax benefit from such loss is uncertain. The
sale of Blodgett generated notes receivable of $21
million and net cash proceeds of $70.6 million after
transaction costs of $3.4 million.

During 2001, the Company committed to a plan
to dispose of its interest in Rongshida-Maytag. A
charge was recorded in the fourth quarter of 2001 of
approximately $42.3 million to write down the
Company’s intersst in the net assets of Rongshida-
Maytag to its fair value less cost to dispose. No tax
benefit was recorded on the $42.3 million capital loss
as the future tax benefit from such loss is uncertain.
Based on current market conditions and negotiations
with potential buyers, the fair value of the
Company’s interest in Rongshida-Maytag has been
re-evaluated, and the estimate of the value has not
changed materially since the end of 2001.

Revenues from  discontinued operations
consisted of the following:
Year Ended December 31
2002 2001 2000
In thousands
Blodgett ........... 5§ — $125,403 $135,544
Rongshida-Maytag ... 112,434 114,456 117,042

Total revenues from
discontinued

operations $112,434 $239,859 $252,586

Special Charges

During the fourth quarter of 2002, Maytag
announced its intention to close a refrigeration
manufacturing facility located in Galesburg, Illinois
by the end of 2004. The refrigeration production
activity will be discontinued at Galesburg and new,
redesigned models will be produced at an existing
facility in Amana, Iowa and a new facility located in
Reynosa, Mexico.
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2002,

recognized a
restructuring charge of $67.1 million ($44.3 million
after-tax) in connection with the planned closing, all
included in special charges on the Consolidated
Statements of Income. Of the $67.1 million charge,
$32.8 million related to asset impairments and

In Maytag pre-tax

accelerated depreciation ($28.6 million) and
severance and related costs ($4.1 million) as shown
in the table below. The remaining $34.4 million
related to pension curtailment charges ($26.3 million)
and postretirement health care benefits curtailment
charges ($8.1 million). The asset impairment charge
was determined using estimated future cash flows
through the closure date and directly reduced
Property, plant and equipment on the Consolidated
Balance Sheets. The remaining asset balance for
Property, plant and equipment will be fully
depreciated on a straight-line basis between the date
the plant closure was announced and the anticipated
date for the plant closure in 2004. The severance and
related costs are reflected in Accrued liabilities on
the Consolidated Balance Sheets. The pension and
postretirement health care benefits curtailment
charges are reflected in the Accrued pension cost and
Postretirement benefit liability on the Consolidated
Balance Sheets. These curtailment charges included
immediate expense recognition of prior service cost
of $10.6 million and an additional liability of $23.8
million that will be paid to participants as they retire.
For additional disclosures regarding the pension and
postretirement medical curtailment costs related to
restructuring, see the “Pension Benefits” and
“Postretirement Benefits” section in the Notes to
Consolidated Financial Statements.

The total pre-tax restructuring charges are
estimated to be in the range of $140 to $160 miilion,
with the remaining expense to be recognized in 2003
and 2004. Approximately $30 million of the total
restructuring charge (excluding pension and
postretirement curtailment charges) will be cash
items primarily related to severance costs and costs
to move equipment, most of which will be paid in
2003 and 2004. Cash expenditures for 2002 related to
this charge were $0.1 million.

During the fourth quarter of 2001, the Company
recorded special charges totaling $9.8 million ($6.2
million after-tax) associated with a salaried
workforce reduction of approximately 250 employees
and asset write-downs. Of the $9.8 million, $7.6




million involved cash expenditures for severance
costs associated with the workforce reduction, of
which $3.9 million and $3.7 million were expended
in 2002 and 2001, respectively. The remaining $2.2
million involved the write-down of fixed assets.

During the fourth quarter of 2000, the Company
recorded special charges totaling $39.9 million
($25.3 million after-tax) associated with terminated
product initiatives, asset and inventory write-downs

and executive severance costs. Of the $39.9 million,
$12.9 million were - cash expenditures covering
executive severance costs, contractual obligations
associated with terminated product initiatives and
lease commitments, of which $0.7 million, $10.9
million and $1.3 million were expended in 2002,
2001 and 2000, respectively. The remaining $27
million was non-cash items primarily covering the
write down of fixed assets and inventory.

The tables below show an analysis of the Company’s reserves for restructuring and other special charges:

Description of reserve

Severance and related expense ................
Asset write-downs and accelerated
depreciation . ......... .. .. ... .,
Inventory write-downs ......................
Excess purchase commitments
Terminated product initiative
obligationandother ............ ... ... ...

Description of reserve

Severance and related expense
Asset write-downs and accelerated
depreciation
Excess purchase commitments
Terminated product initiative
obligationandother . ......................

Description of reserve

Severance and related expense
Asset write-downs and accelerated
depreciation

Balance Charged to Balance
December 31  Earnings Cash Non-Cash  December 31
1999 2000 Utilization  Utilization 2000
(in thousands)

— $8682 § — $§ — $ 8,682
—_ 23,505 —_ (23,505) —
— 1,181 — (1,181) —
— 1,322 — — 1,322
— 5210 . (1,348) 3,862
— $39,900 $ (1,348) $(24,686) $13,866
Balance Charged to Balance
December 31 Earnings Cash Non-Cash December 31
2000 2001 Utilization  Utilization 2001
(in thousands)
$ 8,682 $ 7571 $ (9,350) $§° — $ 6,903
— 2,185 — @185 —
1,322 — (1,322) — —
3,862 — (3,862) — —
$13,866 $ 9,756  $(14,534) $ (2,185) §$ 6,903
Balance Charged to Balance
December 31  Earnimgs Cash Non-Cash  December 31
2001 2002 Utilization  Utilization 2002
(in thousands)
$ 6,903 34,128 3 (4,629) $ (2,292) § 4,110
— 28,627 — (28,627) -
$ 6,903 $32,755 $ (4,629) $(30,919) $ 4,110
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Loss on Securities

In the fourth quarter of 2001, Maytag ceased
funding the operations of an Internet-related
company in which it had a remaining investment of
$7.2 million accounted for under the equity method.
An analysis of the prospects for this investment
yielded projected negative cash flows, little prospect
for recovery and substantial doubt as to the
company’s ability to continue as a going concern.
Therefore, Maytag determined that the impairment of
the investment was other than temporary and
recorded the $7.2 million impairment charge as a loss
on securities on the Consolidated Statements of
Income.

In the fourth: quarter of 2000, Maytag decided to
cease funding two privately held Internet-related
companies. Investments in these companies were
recorded using the cost method. An analysis of the
future prospects for these two investments showed
the investments had no future value. Therefore,
Maytag wrote off these investments in their entirety.
Also in the fourth quarter of 2000, Maytag recorded a
charge because of a lower market valuation of
publicly traded common stock held in TurboChef
Technologies, Inc. Maytag recorded the impairment
to the investment in TurboChef Technologies, Inc.
due to continuing operating losses and the limited

prospects for future success. Maytag deemed the

sharp decrease in price of TurboChef shares, which
had been below cost for over two quarters, to be
other than temporary and wrote down the investment
cost to the fair value of the stock. The Turbochef
charge and the write-off of the two investments
mentioned previously totaled $17.6 million, or $11.2
million after-tax.

Cumulative Effect of Accounting Change

The FASB’s Emerging Issues Task Force
(EITF) issue No. 00-19, “Determination of Whether
Share Settlement is Within the Control of the Issuer
for Purposes of Applying EITF Issue No. 96-13,”
was effective June 30, 2001. EITF No. 00-19
required the Company to record the put options
related to the Maytag Trusts (see “Minority Interests”
section in the Notes to Consolidated Financial
Statements) as a liability at fair market value
beginning June 30, 2001. This is because the
Company had determined the put options contained
certain contract features that limited the Company’s
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ability to determine a net share settlement. EITF
00-19 also required the recording of an asset at fair
market value for the stock purchase contract feature
within the Maytag Trusts beginning June 30, 2001 as
the stock purchase contract also contained features
that limited the Company’s ability to determine a net

share settlement. The Company recognized a
cumulative effect of accounting change loss of $3.7
million for the establishment of the assets and
liabilities related to the purchase contracts and put
options in the second quarter of 2001. Pro forma
amounts were not presented as the adoption would
have had no significant impact on net income for
each period presented. The Company cash settled the
purchase contracts and put options in September
2001 and they were no longer reflected on the
Consolidated Balance Sheets.

Goodwill and Other Intangibles

Intangibles principally represent goodwill,
which is the cost of business acquisitions in excess of
the fair value of identifiable net tangible assets
acquired. Goodwill was amortized over 20 to 40
years using the straight-line method until the end of
2001.

In June 2001, the Financial Accounting
Standards Board (FASB) issued Statement No. 142,
“Goodwill and Other Intangible Assets,” effective for
fiscal years beginning after December 15, 2001.
Under the new rules, goodwill and intangible assets
deemed to have indefinite lives are no longer
amortized but subject to annual impairment tests in
accordance with the Statement. During the fourth
quarter of 2002, Maytag performed the required
impairment tests of goodwill and determined that no
adjustment was necessary to the carrying value.
Maytag currently has no indefinite lived intangible
assets other than goodwill. Amortization expense is
expected to be approximately $1 million per year for
2003 through 2007 for intangibles that remain subject
to amortization provisions.

During the third quarter of 2002, Maytag
finalized the valuation of Amana Appliance’s net
assets that were purchased August 1, 2001. As a
result, $21 million of goodwill was recorded in the
third quarter of 2002. The purchase contract contains
a price adjustment mechanism that, when ultimately
settled, could result in a change in this goodwill
amount.




January 1, 2002 consisted of the following:

2002 2001 2000

The Company’s pro forma information for intangible assets that are no longer being amortized effective

Income from continuing operations before extraordinary item and cumulative

effect of accounting change—as reported ........... ... ... ... ...... $191,401 $167,538 $216,367

Goodwill amortization included in reported results . .. ...................

In thousand except per share data

— 10,033 10,033

Income from continuing operations before extraordinary item and cumulative

effect of accounting change—proforma ............................ © $191,401 $177,571 $226,400
 Diluted earnings per share—reported .................. e $ 244 35 213 § 263
Diluted earnings per share—proforma ............ ... ... ... ..... 226 275
Net income—as reported ... ... oot $188,794 $ 47,736 $200,967
Goodwill amortization included in reported results . ..................... — 10,033 10,033
Netincome—pro forma ......... .ot $188,794 § 57,769 $211,000
Diluted earnings per share—reported . ........................... $ 240 $ 141 $ 244
Diluted earnings per share—proforma ....................... . ... 1.54 2.56
Inventories
Inventories consisted of the following:
December 31
2002 2001
In thousands
Rawmaterials . ... ... i e $ 71,563 $ 62,587
WOTK 10 PrOCESS .« . oottt e et e e e 51,919 76,524
Finished goods .. ... .. 422,309 382,925
Supplies . .. 8,736 9,659
Total FIFO oSt . ... o i 554,527 531,695

Lessexcessof FIFO costover LIFO . . ... ... ... ... ... ...

86,094 83,829

INVENLOTIES © .\ v ettt ettt et e e et $468,433 $447,866

Inventory costs are determined by the last-in, first-out (LIFO) method for approximately 92 percent and 91

percent of the Company’s inventories at December 31, 2002 and 2001, respectively.
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Income Taxes

Deferred income taxes reflect the expected future tax consequences of temporary differences between the
book carrying amounts and the tax basis of assets and liabilities. Deferred tax assets and liabilities consisted of
the following:

December 31
2002 2001
In thousands
Deferred tax assets (liabilities):
Property, plant and equipment . ....... ... .. ... L. $(153,463) $(74,094) |
Postretirement benefit liability . ... ... e 197,151 181,713
Product warranty/liability accruals .............. ... ... ... 47,582 49,807
Pensions and other employee benefits ..................... 111,698 75,056
Advertising and sales promotion accruals .................. 10,990 8,953
Specialcharges . ........... oo i 43,129 18,996
Capital 10SSES . . ot vttt e 32,811 35,631
OtheT—Net . . e e e 6,854 12,175
296,752 308,237
Less valuation allowance for deferred tax assets . ................ 39,115 41,813
Netdeferred tax assets . .....vvvvinenennen... e $ 257,637 $266,424
Recognized in Consolidated Balance Sheets:
Deferred tax assets — CHITENE . ..ot vn vttt ie e enans $ 66911 $ 63,557
Deferred tax assets — NONCUITENT .. .o vt v ve it e e .. 190,726 202,867
Net deferred tax assets . . ..o et e e $ 257,637 $266,424

During 2001, $35.6 million of deferred tax assets and corresponding valuation allowances were established
for capital losses totaling $101.8 million. The components of the capital losses were $59.5 million from the sale
of Blodgett and $42.3 million from the write down of the Company’s interest in the net assets of Rongshida-
Maytag. The change in the valuation allowance in 2002 compared to 2001 shown in the table above resulted from
the use of capital loss carryforwards generated in 2001 from the sale of Blodgett.

Components of the provision for income taxes consisted of the following:

Year Ended December 31
2002 2001 2000
In thousands

Current provision:
Federal .. ... ... i $ 26229 $41900 $126,319
State ... 2,654 7,000 10,200

28,883 48,900 136,519

Deferred provision (benefit):

Federal . .. .. ... .. 64,714 (17,611)  (17,000)
State . . 6,926 (1,200) 200
71,640 (18,811) (16,800)

Provision for income taxes ................. $100,523 $ 30,089 $119,719
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The reconciliation of the United States federal statutory tax rate to the Company’s effective tax rate

consisted of the following:

U.S. statutory rate applied to income from continuing operations before income taxes,

minority interests, extraordinary item and cumulative effect of accounting change . .

Increase (reduction) resulting from:
Tax credits
Difference due to minority interest
State income taxes, net of federal tax benefit
Audit settlement
Amortization of goodwill
Other—net

Effective tax rate

Since the Company plans to continue to finance
expansion and operating requirements of subsidiaries
outside the United States through reinvestment of the
undistributed  earnings of these subsidiaries
(approximately $12 million at December 31, 2002),
taxes that would result from potential distributions
have only been provided on the portion of such
earnings projected to be distributed in the future. If
such earnings were distributed beyond the amount for
which taxes have been provided, additional taxes
payable would be eliminated substantially by
available tax credits arising from taxes paid outside
the United States.

Income taxes paid, net of refunds received,
during 2002, 2001 and 2000 were $54 million, $31
million and $135 million, respectively.

The cumulative tax effect of the minimum
pension  liability  adjustment component of
comprehensive income was $209.4 million and
$100.2 million in 2002 and 2001, respectively. The
tax effects of the unrealized gains (losses) on hedges
component of comprehensive income were not
significant for 2002 and 2001. The tax effects of the
foreign currency translation adjustment and
unrealized gains (losses) on securities components of
comprehensive income were recorded as deferred tax
assets with corresponding valuation allowances.
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Year Ended December 31
2 W0l 200
35.0% 35.0% 35.0%
(1.2) 2.1 2.1
0.8) (3.3) (2.6)
.............................. 2.1 1.7 1.9
— (19.8) —
— 1.6 ‘1.0
ayp o 04
34.0% 142% 33.6%

Notes Payable

Notes payable at December 31, 2002 consisted
of commercial paper borrowings of $178.6 million.
The weighted-average interest rate on commercial
paper borrowings was 2.1 percent at December 31,
2002. Notes payable at December 31, 2001 consisted
of commercial paper borrowings of $148.2 million.
The weighted-average interest rate on commercial
paper borrowings was 3.2 percent at December 31,
2001.

The Company’s commercial paper program is
supported by two credit agreements with a
consortium of lenders that provide revolving credit
facilities of $200 million each, totaling $400 million.
These agreements expire May 1, 2003 and May 3,
2004, respectively. The credit agreements include
financial covenants with respect to interest coverage
and debt to earnings before interest, taxes,
depreciation and amortization. Maytag was in
compliance with these covenants as of December 31,
2002.




Long-Term Debt

Long-term debt consisted of the following:

Becember 31
2002 2001
“In thousands

Notes payable with interest

payable semiannually:

Due May 15,2002 at9.75% .. $ — § 125,358
Medium-term notes, maturing

from 2003 to 2010, from 6% to

9.03% with interest payable

semiannually .............. 652,230 652,230
Public Income NotES, with

interest payable quarterly:
Due August 1,2031 at 7.875% .. 250,000 250,000
Employee stock ownership plan

notes payable semiannually

through July 2, 2004 at 5.13% 14,120 21,180
Other .............cooviiun. 17,729 16,883

934,079 1,065,651

Less current portion of long-term

debt ............ L 195,312 133,586

Long-term debt $738,767 $ 932,065

$68.2 million of the $652.2 medium-term notes
grant the holders the right to require the Company to
repurchase all or any portion of these notes at 100
percent of the principal amount thereof, together with
accrued interest, following the occurrence of both a
change of Company control and a credit rating
decline to below investment grade.

Interest paid during 2002, 2001 and 2000 was
$72.5 miilion, $70.1 million and $66.1 million,
respectively. When applicable, the Company
capitalizes interest incurred on funds used to
construct property, plant and equipment. Interest
capitalized during 2002 and 2001 was $1.1 million
and $1.1 million, respectively and was not significant
in 2000.

The aggregate maturities of long-term debt in
each of the next five years and thereafter are as
follows (in thousands): 2003—%$195,312; 2004—
$25,940; 2005—8$3,928; 2006—3$420,670; 2007—
$8,000; thereafier—$280,229,

In 2001, the Company issued $185 million in
medium-term notes with a fixed interest rate of 6.875
percent due March 31, 2006; $200 million in
medium-term notes with a fixed interest rate of 6.875
percent due December 1, 2006; and $250 million in
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Public Income NotES with a fixed interest rate of
7.875 percent due August 1, 2031. The Public
Income NotES grant the Company the right to call
the notes, at par, upon 30 days notice, after August 6,
2006.

The Company enters into interest rate swap
contracts to exchange the interest rate payments -
associated with long-term debt to variable rate
payments based on LIBOR plus an agreed upon
spread. For additional disclosures regarding the
Company’s interest rate swap contracts, see
“Financial Instruments” section in the Notes to
Consolidated Financial Statements.

Accrued Liabilities

Accrued liabilities consisted of the following:

December 31
2002 2001
In thousands
Warranties ... ............ $ 74,284 $ 80,742
Advertising and sales
promotion . ............ 63,241 75,808
Other ................... 90,946 117,999
Accrued liabilities ......... $228,471 $274,549

Warranty Reserve

Maytag provides a basic limited warranty for all
of its major appliance, floor care and commercial
products. The specific terms and conditions of those
warranties vary depending upon the product sold.
Maytag estimates the costs that may be incurred and
records a liability in the amount of such costs at the
time product revenue is recognized. Factors that
affect Maytag’s warranty liability include the number
of units shipped to customers, historical and
anticipated rates of warranty claims and cost per
claim. Maytag periodically assesses the adequacy of
its recorded warranty liability and adjusts the amount
as necessary.




Changes in warranty liability during 2002 are as
follows:
Warranty reserve (in thousands)

Balance at December 31,2001 ........ $111,725
Warranties accrued during the period . . . 108,416
Settlements made during the period .... (112,884)
Changes in liability for adjustments

during the period, including

EXpIrations . .........c....ein.... (6,768)
Balance at December 31,2002 ........ $ 100,489
Warranty reserve-current portion . . . ... § 74,284
Warranty reserve-noncurrent portion . . . 26,205
Total warranty reserve at December 31,

2002 .

$ 100,489

Maytag offers an optional extended warranty to
consumer purchasers of its major appliances. Sales of
extended warranties are recognized as deferred
revenue on the Consolidated Balance Sheets.
Deferred revenue is recognized into income on a
straight-line basis over the length of the extended
warranty contracts. Payments on extended warranty
contracts are expensed as incurred. The majority of
this exposure has been transferred to a third party
insurance provider. Premiums paid are recognized as
deferred charges on the balance sheet and amortized
to expense on a straight-line basis over the life of the
extended warranty contracts.

Pension Benefits

The Company provides noncontributory defined
benefit pension plans for most employees. Plans
covering salaried, management and some nonunion
hourly employees generally provide pension benefits
that are based on an average of the employee’s
earnings and credited service. Plans covering union
hourly and other nonunion hourly employees
generally provide benefits of stated amounts for each
year of service. The Company’s funding policy for
the plans is to contribute amounts sufficient to meet
the minimum funding requirement of the Employee
Retirement Income Security Act of 1974, plus any
additional amounts that the Company may determine
to be appropriate.

The reconciliation of the beginning and ending
balances of the projected benefit obligation,
reconciliation of the beginning and ending balances
of the fair value of plan assets, funded status of plans
and amounts recognized in the Consolidated Balance
Sheets consisted of the following:
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Change in projected benefit

obligation:
Benefit obligation at

beginning of year .......

Service cost
Interest cost
Amendments

Actuarialloss ............
Acquisition of Amana ... ..

Benefits paid

Curtailments/settlements . ..
Other (foreign currency) . ..

Benefit obligation at end of

Change in plan assets:

Fair value of plan assets at

beginning of year ... ....
Actual return on plan assets .
Acquistion of Amana . ... ..

Employer contributions

through measurement date

Benefits paid

Other (foreign currency) ...

Fair value of plan assets at

endofyear ............

Funded status of plan ... ...

Unrecognized actuarial loss .

Unrecognized prior service
COSL o ovvni e

Unrecognized transition
assets

Employer contributions
subsequent to

measurement date .. ... ..

Net amount recognized .. ..

Amounts recognized in the
Consolidated Balance Sheets

consisted of:

Prepaid pension cost .. ... ..

Intangible pension asset . . . .

Accrued pension cost (net of
contributions subsequent
to measurement date) . ...

Accumulated other

comprehensive income . . .

Net pension asset .........

December 31,

2002

2001

In thousands

$1,333,728 $1,197,734
33,352 29,927
96,502 91,675
4,498 14,168
104,921 38,110
— 45,062
(92,239) (82,525)
13,956 140
137 (563)
1,495,255 1,333,728
881,007 1,044,940
(73,009)  (194,313)
— 45,724
138,108 67,844
(92,239) (82,525)
138 (663)
854,005 881,007
(641,250)  (452,721)
650,541 379,661
79,006 102,229
(168) (330)
55,000 —

$ 143,129 $ 28,839
$  Le77 1,532
79,139 101,915
(488,751)  (352,861)
551,064 278,253
$ 143,129 § 28,839




As allowed by FASB Statement No. 87,
“Employers’ Accounting for Pensions,” the Company
uses a September 30 measurement date to compute

_its minimum pension liability. Subsequent to the
measurement date in 2002, Maytag made a cash
contribution of $55 million to the pension plan that
reduced accrued pension cost on the Consolidated
Balance Sheet as of December 31, 2002.

Assumptions used in determining net periodic
pension cost for the plans in the United States
consisted of the following:

2002 2001 2000

Discountrates ........... 7.50% 7.75% 7.75%
Rates of increase in

compensation levels

Salaried locations .. .... 475% 525% 525%

Nonunion hourly :

locations ........... 325% 3.75% 3.75%

Expected long-term rate of

return on assets ........ 9.00% 9.50% 9.50%

For the valuation of projected benefit obligation
at December 31, 2002 and for determining net
periodic pension cost in 2003, the discount rate has
been decreased to 7.0 percent and the expected long-
term rate of return on assets has been decreased to
8.75 percent. The rate of increase in compensation
for salaried and nonunion hourly locations has been
decreased to 4.25 percent and 3.0 percent,
respectively. Rates of increase in compensation for
union locations are assumed to be flat because
compensation is fixed by contract over multiple year
periods. Assumptions for plans outside the United
States are comparable to the above in all periods.

Due to an increase in the pension benefit
obligation and a decrease in the fair value of the
assets in 2002, the under-funded status of the pension
plan increased from $452.7 million at December 31,
2001 to $641.3 million at December 31, 2002. The
primary reason for the increase in the pension benefit
obligation was a $104.9 million actuarial loss that
resulted from the revision to the discount rate
assumption. Additionally, the fair market value of the
assets declined due to the fact that the employer
contributions of $138.1 million were offset by benefit
payments of $92.2 million and a loss on plan assets
of $73.0 million,
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The Company amended its pension plans in
2002, 2001 and 2000 to include several benefit
improvements for plans covering both salaried and
hourly employees. ‘

The components of net periodic pension cost

consisted of the following:
Year Ended December 31

2002 2001 2000
In thousands

Components of net
periodic pension
cost:

Service cost

Interest cost

Expected return on
plan assets

Amortization of
transition assets

Amortization of
prior service
cost

Recognized
actuarial loss . ..

Curtailments/
settlements . ...

Portion of net
periodic pension
cost classified
in discontinued
operations

Net periodic
pension cost ...

$33352 $29927 $ 29,190
96,902 91,675 88,245

(96,580) (95,929) (87,597)
(163) (391) (5.214)

15,399
3,651
26,284

15,218
196
2,423

14,479
991
613

(882)  (1,049)

$ 78,845 $42,237 §$ 39,658

The increase in net periodic pension cost was
due in part to a curtailment charge related to the
announced closing of the Galesburg manufacturing
facility (see “Special Charges” section in the Notes to
Consolidated Financial Statements).

The projected benefit obligation, accumulated
benefit obligation and fair value of plan assets for the
pension plans with accumulated benefit obligations in
excess of plan assets were $1,491,420, $1,392,467
and $849,546, respectively, as of the 2002
measurement date, and $1,324,352, $1,224,027 and
$871,276, respectively, as of the 2001 measurement
date.

Postretirement Benefits

The Company provides postretirement health
care and life insurance benefits for certain employee
groups in the United States. Most of the
postretirement plans are contributory and contain
certain other cost sharing features such as deductibles
and coinsurance. The plans are unfunded. Employees
do not vest and these benefits are subject to change.
Death benefits for certain retired employees are
funded as part of, and paid out of, pension plans.




The reconciliation of the beginning and ending
balances of the accumulated benefit obligation,
reconciliation of the beginning and ending balances
of the fair value of plan assets, funded status of plans
and amounts recognized in the Consolidated Balance
Sheets consisted of the following:

December 31
2002 2001
In thousands
Change in accumulated

benefit obligation:
Benefit obligation at

beginning of year .... $ 498,009 § 433,403
Servicecost . .......... 17,973 14,907
Interestcost ........... 36,114 32,640
Actuarial loss ......... 209,295 54,115
Acquisition of Amana . . . —_ 3,284
Curtailments .......... 9,809 —
Amendments .......... (1,401) (7,283)
Benefits paid .. ........ 40,597y  (33,057)
Benefit obligation at end

ofyear ............. 729,202 498,009

Change in plan assets:

Fair value of plan assets

at beginning of year .. — —
Employer contributions . 40,597 33,057
Benefits paid .. ........ (40,597)  (33,057)
Fair value of plan assets

at end of year e — —
Funded status of plan ... (729,202) (498,009)
Unrecognized actuarial

loss ...l 217,257 7,960
Unrecognized prior

service (benefit) ..... (5,565) (7,133)

Postretirement benefit
liability

$(517,510) $(497,182)
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Assumptions used in determining net periodic

postretirement  benefit cost consisted of the
following:
| 2002 200 2000
Health care cost trend rates (1):
Currentyear .............. 6.50% 5.00% 5.50%
Decreasing gradually to the
year 2005 and remaining
thereafter ............... 5.00% 5.00% 5.00%
Discountrates ............... 7.50%7.75% 1.75%

(1) Weighted-average annual assumed rate of
increase in the per capita cost of covered
benefits.

For the wvaluation of accumulated benefit
obligation at December 31, 2002 set forth in the table
above, and for determining net postretirement benefit
costs in 2003, the discount rate decreased to 7 percent
and the health care cost trend rates were assumed to
be 12 percent for 2002, 10 percent for 2003
decreasing gradually to 5 percent in 2007 and
remaining thereafter.

The actuarial losses of $209.3 million and $54.1
million in the reconciliation of the 2002 and 2001
accumulated benefit obligation primarily represent
the impact of the change in assumptions described
above. The plans were amended in 2002 and 2001 to
include additional cost sharing features for
employees.




The components of net periodic postretirement cost consisted of the following:

Year Ended December 31
2002 2001 2000
In thousands

Components of net periodic postretirement cost:

SEIVICE COSL vt e ettt e e e P $17,973 $14,907 $14,007
IO ErESt COSt v vttt it ettt et e e e 36,114 32,640 31,498
Amortization of prior servicecost ............ ... ... I, L (1,234) 168  (2,030)
Recognized actuarial gain ......... ... ... .. . ... i — (1,211) (233)
Curtallment L0SSES oottt e e 8,073 175 —
Portion of net periodic postretirement cost classified in discontinued operations — (196) (189)
Net periodic postretirement COSt .. ........ouuitenriin .. $60,926 $46,483 $43,053

The increase in net periodic postretirement cost was due in part to a curtailment charge related to the
announced closing of the Galesburg manufacturing facility (see “Special Charges” section in the Notes to
Consolidated Financial Statements).

The assumed health care cost trend rates have a significant effect on the amounts reported for the health care
plans. The effect of a one-percentage-point change in assumed health care cost trend rates consisted of the
following:

1-Percentage- 1-Percentage-
Point Increase  Point Decrease

In thouwsands
Increase/(decrease) in total postretirement service and interest cost components . . $ 9,758 $ (8,498)
Increase/(decrease) to postretirement benefit obligation .. ............. ....... 75,819 (67,946)
Lesases Financial Instruments
The Company leases buildings, machinery, The Company uses foreign currency exchange
equipment and automobiles under operating leases. forward contracts to manage the currency exchange
Rental expense for operating leases amounted fto risk related to sales denominated in foreign
$33.3 million, $27.9 million and $23.8 million for currencies. The counterparties to the contracts are
2002, 2001 and 2000, respectively. high credit quality international financial institutions.
Forward contracts used by the Company include
Future minimum lease payments for operating contracts for the exchange of Canadian and
leases as of December 31, 2002 consisted of the Australian dollars to U.S. dollars to hedge the sale of
following: appliances manufactured in the United States and
Year Ending In thousands sold to customers in Canada and Australia. The fair
2003 ... $22.368 values of .the contracts as of December 31, 2002 and
2001, which were reflected in Other current assets of
2004 ... 19,156 . .
the Consolidated Balance Sheets, were $0.1 million
2005 .. 14,271 . .
2006 11.566 and $0.8 million, respectively. For 2002, 2001 and
"""""""""""""" ’ 2000, the gains and losses from these contracts were
2007 .o 8,073 L
not significant. As of December 31, 2002 and 2001,
Thereafter . ....................... 8,375

the Company had open foreign currency forward
Total minimum lease payments ...  $83,809 contracts, all with maturities of less than twelve
months, in the amount of U.S. $32.9 million and U.S.
$50.4 million, respectively.
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The

Company uses commodity swap
agreements to manage the risk related to changes in
the underlying material prices of component parts
used in the manufacture of home and commercial
appliances. The fair value of the contracts as of
December 31, 2002, and 2001, which were reflected
in Other current assets of the Consolidated Balance
Sheets, were $0.5 million and $0.6 million,
respectively. For 2002, 2001 and 2000, $0.5 million
of gains, $0.9 million of losses, and $5.7 million of
gains were recognized from these contracts,
respectively. As of December 31, 2002 and 2001, the
Company had open commodity swap contracts in the
amount of U.S. $6 million and U.S. $10.5 million,
respectively. Open contracts as of December 31,
2002 have maturities ranging from one month to two
years.

The Company has a trading program of interest
rate swaps that it marks to market each period. The
swap transactions involve the exchange of Canadian
variable interest and fixed interest rate instruments.
As of December 31, 2002, the Company had five
swap ftransactions outstanding that mature on June
10, 2003 with a total notional amount of $53.8
million and $61 million as of December 31, 2002 and
December 31, 2001, respectively. The fair value of
the swap positions of $4.7 million at December 31,
2002 and $14.9 million at December 31, 2001 is
reflected in Other noncurrent liabilities in the
Consolidated Balance Sheets. The value of these
individual swaps is dependent upon movements in
Canadian and U.S. interest rates. As the portfolio of
interest rate swaps outstanding at December 31, 2002
is configured, there would be no measurable impact
on the net market value of the swap transactions
outstanding with any future changes in interest rates.
In 2002, 2001 and 2000, the Company incurred net
interest expense of $0.2 million, $1.3 million and
$1.5 million, respectively, in connection with these
swap transactions. The payments made or received as
well as the mark to market adjustment are recognized
in the Interest expense component of the
Consolidated Statements of Income.

The Company uses interest rate swap contracts
to adjust the proportion of total debt that is subject to
variable and fixed interest rates. To manage
associated cost of this debt, the Company enters into
interest rate swaps, in which the Company agrees to
exchange, at. specified intervals, the difference
between interest amounts calculated by reference to
an agreed upon notional principal amount. These
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swap contracts are used to hedge the fair value of
certain medium term notes. The contracts are a
perfect hedge as their terms, interest rates and
payment dates exactly match the underlying debt. At
December 31, 2002 and 2001, the Company had
outstanding interest rate swap agreements with
notional amounts totaling $250 million. Under these
agreements, the Company receives weighted average
fixed interest rates of 7.32 percent and pays floating
interest rates based on LIBOR rates plus an agreed
upon spread, or a weighted average interest rate of
5.63 percent, as of December 31, 2002. Maytag had
interest rate swaps designated as fair value hedges of
underlying fixed rate debt obligations with a fair
market value as of December 31, 2002 and
December 31, 2001 of $9.3 million and $10.9
million, respectively. The fair value of the hedge
instruments and the underlying debt obligations are
reflected as Other noncurrent assets and Long-term
debt of the Consolidated Balance Sheets,
respectively, with equal and offsetting unrealized
gains and losses in the Interest expense component of
the Consolidated Statements of Income. Payments
made or received are recognized in Interest expense.

Financial instruments that subject the Company
to concentrations of credit risk primarily consist of
accounts receivable from customers. The majority of
the Company’s sales are derived from the home
appliances segment that sells predominantly to
retailers. These retail customers range from major
national retailers to independent retail dealers and
distributors. In some instances, the Company retains
a security interest in the product sold to customers.
While the Company has experienced losses in
collection of accounts receivable due to business
failures in the retail environment, the assessed credit
risk for existing accounts receivable is provided for
in the allowance for doubtful accounts.

The Company used various assumptions and
methods in estimating fair value disclosures for
financial instruments. The carrying amounts of cash
and cash equivalents, accounts receivable and notes
payable approximated their fair value due to the short
maturity of these instruments. The fair values of
long-term debt were estimated based on quoted
market prices, if available, or quoted market prices of
comparable instruments. The fair values of interest
rate swaps, foreign currency contracts, commodity
swaps, forward stock purchase contracts and put
option contracts were estimated based on amounts
the Company would pay to terminate the contracts at
the reporting date.




The carrying amounts and fair values of the Company’s financial instruments, consisted of the following:

December 31, 2002 December 31, 2001
Carrying Carrying Fair
Amount Fair Value Amount Value
In thousands
Cash and cash equivalents .......................... $ 8106 $ 8,106 $ 109370 $ 109,370
Accountsreceivable .. ...... ... ... ... 586,447 586,447 618,101 618,101
Notespayable ........ . ... ... . i (178,559) (178,559) (148,247) (148,247)
Long-termdebt....... ... ... ... ... . (934,079) (995,804) (1,065,651) (1,085,138)
Interest rate swaps-trading . .......... ... .. ... .o (4,703) (4,703) (14,876) (14,876)
Interest rate swaps-non-trading ...................... 9,257 9,257 10,949 10,949
Foreign corrency contracts . .. .. ....ovieinennnenn.. . 90 90 831 8§31
Commodity swap contracts .............covvvunneen.. 531 531 643 643
For additional disclosures regarding the Change” section in the Notes to Consolidated
Company’s notes payable, see the “Notes Payable” Financial Statements regarding the accounting for the
section in the Notes to Consolidated Financial purchase contracts).
Statements. For additional disclosures regarding the
Company’s long-term debt, see the “Long Term In the third quarter of 1997, the Company and a
SDtebt” secttlon in the Notes to Consolidated Financial wholly-owned  subsidiary of the Company
atements.

contributed intellectual property and know-how with
an appraised value of $100 million and other assets
with a market value of $54 million to Anvil
Minority Interests Technologies LLC (“LLC”), a newly formed
Delaware limited liability company. An outside
investor purchased from the Company a
noncontrolling, member interest in the LLC for $100
million. The Company’s objective in this transaction
was to raise low-cost, equity funds. For financial
reporting purposes, the results of the LLC (other than
those eliminated in consolidation) were included in
the Company’s consolidated financial statements.
The Credit Facility underlying the structure matured
on June 30, 2002 and the Company purchased the
noncontrolling interest in Anvil Technologies LLC
from the outside investor for $99.9 million. Maytag
financed this purchase with commercial paper
classified as Notes payable on the Consolidated
Balance Sheet.

In 1999, the Company together with two newly
established businzss trusts, issued units comprised of
preferred securities of each Maytag Trust that
provided for per annum distributions and a purchase
contract requiring the unitholder to purchase shares
of Maytag common stock from the Company. An
outside investor purchased the units for a
noncontrolling interest in the Maytag Trusts in the
aggregate for $200 million. The Maytag Trusts used
the proceeds from the sale of the units to purchase
Maytag debentures. The terms of the debentures
paralleled the terms of the preferred securities issued
by the Maytag Trusts. For the year ended December
31, 2000, income attributed to such noncontrolling
interest was reflected in Minority Interests in the
Consolidated Statements of Income. Effective June

30, 2001, the outside investor’s noncontrolling The income attributable to the noncontrolling
interest in the Maytag Trust of $200 million was interests reflected in Minority interests in the
reflected in long-term debt. The income attributable Consolidated Statements of Income consisted of the
to such noncontrolling interest was reflected as following:

Interest expense in the third quarter of 2001. In . Year Ended December 31
September 2001, the Company terminated the 2002 2001 2000
Maytag Trusts in a transaction that included an early In thousands
retirement of $200 million of this long-term debt at Maytag Trusts . . . .. $ — % (6,963) $(13,063)
an after-tax cost of $5.2 million (net of an income tax Anvil Technologies

benefit of $2.9 million) that was reflected as an LLC .......... (3,732)  (7,494)  (7,505)

extraordinary item on the Consolidated Statements of

Income (see “Cumulative Effect of Accounting Minority interests  $(3,732) $(14457) $(20,568)
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The outside investors’ noncontrolling interest
reflected in Minority interests in the Consolidated
Balance Sheets consisted of the following:

previous Non-Employee Directors’ Stock Option
Plan are immediately exercisable upon grant and
generally have a maximum term of five years.

Year Ended December 31
3002 2001 In the event of a che}nge of Company contrgl, all
Tn thousands outstanding stock options become immediately

Anvil Technologies LLC. . $ — $100,142

Stock Plans

In 2002, the shareowners approved the 2002
Employee and Director Stock Incentive Plan that
authorizes the issuance of up to 3.3 million shares of
common stock of which no more than 0.5 million
shares may be granted as restricted stock,
freestanding Stock Appreciation Rights, performance
shares or other awards. The Board of Director’s
Compensation Committee establishes the vesting
period and terms of stock options granted. Generally,
the options become exercisable one to three years
after the date of grant and have a maximum term of
10 years. There are stock options outstanding that
were granted under previous plans with terms similar
to the 2002 plan. Stock options granted under a

exercisable under the above described plans. There
were 2,452,909 and 1,427,240 shares available for
future stock grants at December 31, 2002 and 2001,
respectively.

The Company has elected to follow APB 25,
“Accounting for Stock Issued to Employees,” and
recognizes no compensation expense for stock
options as the option price under the plan equals or is
greater than the fair market value of the underlying
stock at the date of grant. Pro forma information
regarding net income and earnings per share is
required by FASB Statement No. 123, “Accounting
for Stock-Based Compensation,” and has been
determined as if the Company had accounted for its
employee stock options under the fair value method
of that Statement. The fair value of these stock
options was estimated at the date of grant using a
Black-Scholes option pricing model.

The Company’s weighted-average assumptions consisted of the following:

2002 2001 2000
RiSK-free INLEIESt TALE . ..\ttt ettt et et 352% 4.08%  5.94%
Dividend yield . ... ... e 255% 228% 2.13%
Stock price volatility factor . ... ... . . .. 0.35 0.30 0.30
Weighted-average expected life (years) . ........... ... ..o i il 5 5 5
Weighted-average fair value of options granted-stock price equals grant price ... .. $7.64 $7.60 $9.99
Weighted-average fair value of options granted-stock price greater than grant price .  — $6.41 —

For purposes of pro forma disclosures, the estimated fair value of options granted is amortized to expense
over the options’ vesting period.

The Company’s pro forma information consisted of the following:

2002 2001 2000
In thousands except per share data
Net income, as reported . .. .....ocurr ottt e $188,794 $47,736 $200,967
Deduct: Total stock-based employee compensation expense determined under
fair value based method for all awards, net of related tax effects .......... (8,802) (8,554) (11,686)

Proforma net INCOME . ..ttt e e e $179,992 $39,182 $189,281
Basic earnings per share—asreported . ...... .. ... . il $ 243 $ 062 $ 258
Diluted earnings per share—asreported ............... it $ 240 $ 141 $ 244
Basic earnings per share—proforma . ..........cooviiiii i $ 232 % 051 $ 243
Diluted earnings per share-proforma ........... ..., $ 229 $§ 130 $ 230




Stock option activity consisted of the following:
Average Option
Price Shares
Qutstanding December 31,1999 . ... ... ... .. ... .. oL $32.44 6,837,463
Granted-stock price equals grantprice ...................... 30.21 1,700,170
Exercised ...t e 17.70 (243,105)
Canceledorexpired ........ ... 3086  (123,111)
Qutstanding December 31,2000 .......... . ... .. .. .. .. ... 3271 8,171,417
Granted-stock price equals grantprice ... ................... 29.35 1,269,649
Granted-stock price greater than grant price ................. 39.12 353,691
Exercised .............ciiiiiiii... e S 19.61  (429,240)
Canceledorexpired ...........cciiiiiin i, 44.95  (691,071)
QOutstanding December 31,2001 ........ ... .. ... 32.16 8,674,446
Granted-stock price equals grant price . ............ e 27.18 834,750
Exercised . ... e 21.44 (1,101,875)
Canceledorexpired ........... ... i, 38.04 (647,519)
Outstanding December 31,2002 ......... ... . .. ... .. 32.65 7,759,802
Exercisable options:
December 31,2000 . .. .. ..o 23.54 3,835,022
December 31,2000 ... ...t 29.45 4,739,944
December 31,2002 ... ..o it e 35.11 5,061,748

Information with respect to stock options outstanding and stock options exercisable as of December 31,
2002 consisted of the following:

Options Qutstanding Options Exercisable
Weighted Weighted Weighted
Range of Number Average Average Number Average
Exercise Prices QOutstanding Remaining Life Exercise Price Exercisable Exercise Price
$14.25-$16.00 .............. 161,395 14 $15.79 161,395 $15.79
$17.63-82463 .............. 1,064,915 35 18.58 1,064,915 18.58
$25.00-82600 .............. 750,200 99 25.58 — —
$27.34-83557 .............. 3,449,040 7.5 29.86 1,534,986 31.27
$4046-$4721 .............. 2,119,059 6.6 45.45 2,085,259 45.47
$52.22-§7094 .............. 215,193 5.0 58.44 215,193 58.44
7,759,802 5,061,748

’ The Company issued restricted stock and stock In 2000, the Company adopted a Performance

units to certain executives that vest over a three-year Incentive Award Program with a cash payout that
period based on achievement of pre-established replaced the restricted stock program; therefore there
financial objectives. Restricted stock was paid out in was no restricted stock outstanding as of
shares and the stock units were paid out in cash. December 31, 2002

Restricted stock shares outstanding at the end of 2001
and 2000 were 39,235 and 120,966, respectively. Employee Stock Ownership Plan
Restricted stock units outstanding at the end of 2001

and 2000 were 27,655 and 84,199, respectively. The The Company established an Employee Stock
expense for the anticipated restricted stock and stock Ownership Plan (ESOP) and a related trust issued
unit payout was amortized over the three-year vesting debt and used the proceeds to acquire shares of the
period and adjusted based on actual performance Company’s stock for future allocation to ESOP
compared to the pre-established financial objectives. participants. ESOP participants generally consist of

all United States employees except certain groups
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covered by a collective bargaining agreement. The requirements. As the debt is repaid, shares are

Company guarantees the ESOP debt and reflects it in released and allocated to plan participants based on
the Consolidated Balance Sheets as Long-term debt the ratio of the current year debt service payment to
with a related amount shown in the Shareowners’ the total debt service payments over the life of the
equity section as part of Employee stock plans. loan. If the shares released are less than the shares
Dividends earned on the allocated and unallocated eamned by the employees, the Company contributes
ESOP shares are used to service the debt. The additional shares to the ESOP trust to meet the
Company is obligated to make annual contributions shortfall. All shares held by the ESOP trust are
to the ESOP trust to the extent the dividends earned considered outstanding for earnings per -share
on the shares are less than the debt service computations and dividends earned on the shares are

recorded as a reduction to retained earnings.

The ESOP shares held in trust consisted of the following:

December 31
2002 2001
Original shares held in trust: -
Released and allocated . ... ...ttt 2,469,377 2,366,589
Unreleased shares (fair value; 2002—%$11,051,331; 2001—$15,221,891) ........ 387,766 490,554
2,857,143 2,857,143
Additional shares contributed and allocated .............. .. ... .. .. ... 1,172,471 895,144
Shares Withdrawn . .. ... .. e (1,085,719) (861,564)
Total shares held in trust . ..., .. . e 2,943,895 2,890,723
The components of the total contribution to the ESOP trust conéisted of the following:
Year Ended December 31
2002 2001 2000
In thousands
Debt service requirement . ...... ...t e $ 3983 §$ 8238 $ 8,6OQ
Dividends earned on ESOP shares .. ........ ... i . (1,014) (2,042) (2,086)
Cash contribution to ESOP trust . .. ... ..ttt e e e 2,969 6,196 6,514
Fair market value of additional shares contributed . . ........................ 8,194 4,257 3,133
Total contribution to ESOP trust . ... ottt $11,163 $10,453 $ 9,647

The components of expense recognized by the Company for the ESOP contribution consisted of the
following:

December 31

2002 2001 2000
In thousands
Contribution classified as interest expense . ............... i '$ 453 % 1,178 31,540
Contribution classified as compensation eXpense ...........c.c.ccoieenennion. 10,710 9,275 8,107
Total expense for the ESOP contribution . ... ... ... .. o oo $11,163 $10,453 $9,647
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Shareowners’ Equity

The share activity of the Company’s common
stock consisted of the following:

December 31
2002 2001 2000
In thousands
Common stock
Balance at
beginning and
end of period . 117,151 117,151 117,151

Treasury stock
Balance at
beginning of
period
Purchase of
common
stock for
treasury
Stock issued
under stock
option plans .
Stock issued
under
restricted
stock awards,

(40,287) (40,910) (34,626)

(400)  (6,546)

1,103 427 254

......... @3n 4 8
Additional

ESOP shares

issued
Stock issued in

business

acquisition ..

Balance at
end of

period .. (38,863) (40,287) (40,910)

During 2001 and 2000, the Company
repurchased 0.4 million and 6.5 million shares
associated with its share repurchase program at a cost
of $28 million and $358 million, respectively.
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Pursuant to a Shareholder Rights Plan approved
by the Company in 1998, each share of common
stock carries with it one Right. Until exercisable, the
Rights are not transferable apart from the Company’s
common stock. When exercisable, each Right entitles
its holder to purchase one one-hundredth of a share
of preferred stock of the Company at a price of $165.
The Rights will only become exercisable if a person
or group acquires 20 percent (which may be reduced
to not less than 10 percent at the discretion of the
Board of Directors) or more of the Company’s
common stock. In the event the Company is acquired
in a merger or 50 percent or more of its consolidated
assets or earnings power are sold, each Right entitles
the holder to purchase common stock of either the
surviving or acquired company at one-half its market
price. The Rights may be redeemed in whole by the
Company at a purchase price of $0.01 per Right. The
preferred shares will be entitled to 100 times the
aggregate per share dividend payable on the
Company's common stock and to 100 votes on all
matters submitted to a vote of shareowners. The
Rights expire May 2, 2008.

Supplementary Expense Information

Advertising costs and research and development
expenses consisted of the following:

Year Ended December 31
2002 2001 2600
In thousands

Advertising costs  $150,374 $137,654 $117,448

Research and
development

expenses 110,554 84,837 71,788




Earnings Per Share

The computation of basic and diluted earnings per share consisted of the following:

Year Ended December 31
2002 2001 2000
In thousands

Numerator for basic and diluted earnings per share—income from
continuing operations before extraordinary item and cumulative effect of
accounting change . ... ... .. .. $191,401 $ 167,538 $216,367

Numerator for basic and diluted loss per share—discontinued operations ... $ (2,607) $(110,904) $(15,400)

Numerator for basic and diluted loss per share—extraordinary item—Iloss on

early retirementof debt . . ... ... . ... $ — % G17H S -
Numerator for basic loss per share—cumulative effect of accounting change $ — $ (3,727) § —
Adjustment for put options marked tomarket ....................... — 63,092 —

Numerator for diluted earnings per share—cumulative effect of accounting

ChaNgE . .o $ — % 59365 $§ —
Numerator for basic earnings per share—netincome ................... $188,794 $ 47,736 $200,967

Adjustment for put options marked tomarket ....................... — 63,092 —
Numerator for diluted earnings per share—netincome .................. $188,794 $ 110,828 $200,967
Denominator for basic earnings per share—weighted-average shares . ... ... 77,735 76,419 77,860
Effect of dilutive securities: .

Stock optionplans .......... ..., e 769 705 882

Restricted stock awards . . . ... .o oi i S . — C— 87

Put options . ... ... e — 1,441 3,596
Potential dilutive common shares . . ... ............................. 769 2,146 4,565
Denominator for diluted earnings per share—adjusted weighted-average

ShATES . L 78,504 78,565 82,425

FASB Statement No. 128, “Earnings Per Share,” average shares outstanding as they were dilutive to

requires that income from continuing operations earnings per share from continuing operations before
before extraordinary item and cumulative effect of extraordinary item and cumulative effect of
accounting change be used as the control number in accounting change. Therefore, the expense associated
determining whether potential common shares are with the put option obligation was excluded from the
dilutive or anti-dilutive to earnings per share. The numerator in the calculation of diluted earnings per
2001 cumulative effect of accounting change has two share for the cumulative effect of accounting change
components: $63.1 million expense related to the as the associated common shares were required to be
recognition of the put option obligation and $59.4 included in the denominator.
million income related to the recognition of the
purchase contracts asset (see discussion in For additional disclosures regarding stock plans,
“Cumulative Effect of Accounting Change” section see the “Stock Plans” section in the Notes to
in the Notes to Consolidated Financial Statements). ‘Consolidated Financial Statements.

The common shares related to the purchase contracts
asset were excluded from diluted average shares

. o . Enviregnmental Remediation
outstanding as they were anti-dilutive to earnings per

share  from  continuing  operations  before The operations of the Company are subject to
extraordinary item and cumulative effect of various federal, state and local laws and regulations
accounting change. The common shares related to the intended to protect the environment, including

put option obligation were included in diluted regulations related to air and water quality and waste
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handling and disposal. The Company has received
notices from the U.S. Environmental Protection
Agency, state agencies and/or private parties seeking
contribution, that it has been identified as a
“potentially responsible party” (PRP), under the
Comprehensive Environmental Response,
Compensation and Liability Act, and may be required
to share in the cost of cleanup with respect to such
sites. The Company’s ultimate liability in connection
with those sites may depend on many factors,
including the volume of material contributed to the
site, the number of other PRPs and their financial
viability, and the remediation methods and
technology to be used. The Company also has
responsibility, subject to specific contractual terms,
for environmental claims for assets or businesses that
have previously been sold.

While it is possible the Company’s estimated
undiscounted obligation of approximately $5 million
for future environmental costs may change in the
near term, the Company believes the outcome of
these matters will not have a material adverse effect
on its consolidated financial position, results of
operations or cash flows. The accrual for
environmental liabilities is reflected in Other
noncurrent liabilities in the Consolidated Balance
Sheets.

Commitments and Contingencies

The Company has contingent liabilities arising
in the normal course of business, including pending
litigation, environmental remediation, taxes and other
claims. The Company’s legal department estimates
the costs to settle pending litigation, including legal
expenses, based on its experience involving similar
cases, specific facts known, and, if applicable, based
on judgments of outside counsel. The Company
believes the outcome of these matters will not have a
material adverse effect on its consolidated financial
position, results of operations or cash flows. It is
possible, however, that future results of operations,
for any particular quarterly or annual period, could be
materially affected by changes in Maytag’s estimates.
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At December 31, 2002, the Company has
outstanding commitments for capital expenditures of

$97.7 million. As of December 31, 2002 the
Company had approximately $49 million in stand-by
letters of credit primarily associated with the
requirement to fund certain unqualified pension plans
in the event of a change in control.

Segment Reporting

The Company has two reportable segments:
home and commercial appliances. The Company’s
home appliances segment manufactures and sells
appliances  (laundry  products,  dishwashers,
refrigerators, cooking appliances and floor care
products). These products are sold primarily to major
national retailers and independent retail dealers in
North America and targeted international markets.

The Company’s commercial appliances segment
manufactures and sells commercial cooking and
vending equipment. These products are sold
primarily to distributors, soft drink bottlers,
restaurant chains and dealers in North America and
targeted international markets.

The Company’s reportable segments are
distinguished by the nature of products manufactured
and sold and types of customers.

The Company evaluates performance and
allocates resources to reportable segments primarily
based on operating income. The accounting policies
of the reportable segments are the same as those
described in the summary of significant policies
except that the Company allocates pension expense
associated with its pension plan to each reportable
segment while recording the pension assets and
liabilities at corporate. In addition, the Company
records its federal and state deferred tax assets and
liabilities at corporate. Intersegment sales are not
significant.




Financial information for the Company’s reportable segments consisted of the following:

Net sales
Home appliances
Commercial appliances

Consolidated total

Operating income
Home appliances
Commercial appliances

Total for reportable segments
COIPOTALE . . . ettt e e e

Consolidated total

Capital expenditures
Homeappliances ............ i
Commercial appliances

Total for reportable segments
Corporate

Consolidated total

Depreciation and amortization
Home appliances ................. ... iiiiiiiiiiiiiiin..
Commercial appliances

Total for reportable segments
Corporate

Consolidated total . ....... ... .. i

Goodwill, less allowance for depreciation
Home appliances ............ . . ..
Commercial appliances

Total for reportable segments

Total assets
Home appliances
Commercial appliances

.Total for reportable segments
Corporate
Discontinued operations

Consolidated total

In 2002, application of the nonamortization
provisions of Statement No. 142, “Goodwill and
Other Intangible Assets,” effective for fiscal years
beginning after December 15, 2001, resulted in an
increase in operating income of $9.1 and $0.9 for the
Home appliances and Commercial appliances
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Year Ended December 31
2002 2001 2000
In thousands

$4;421,328 $3,954,890 $3,609,290
244703 230,161 282,210
$4,666,031 $4,185,051 $3,891,500
$ 395712 $ 324646 $ 478,137
13,041 5,755 29,532
408,753 330,401 507,669
(49.258)  (41,249)  (67,954)
$ 359,495 §$ 289,152 $ 439,715
$ 215023 $ 131,777 $ 133,809
. 13,812 7,919 3,665
228,835 139,696 137,474
929 5,873 15,124
$ 229,764 $ 145,569 $ 152,598
$ 150,356 $ 145243 $ 132,858
4,993 6,299 5,653
155,349 151,542 138,511
8,359 7,433 5,525
$ 163,708 $ 158,975 $ 144,036
$ 265,802 $ 245251 § 254,359
15,150 15,150 16,075
$ 280,952 $ 260,401 $ 270,434
$2,304,219 $2,264,575 $1,793,626
117,600 103,034 104,964
2,421,819 2,367,609 1,898,590
544,326 613,541 326,266
138,104 149,901 422,605
$3,104,249 $3,131,051 $2,647,461

segment, respectively. In 2002, the Company
recorded special charges of $67.1 million and an $8.3
million gain on the sale of a distribution center in
operating income of the Home appliances segment.
The Home appliances segment included a full year of
net sales from Amana that was acquired effective



August 1, 2001. Maytag integrated Amana activities
within its existing appliance organization during
2002, and Amana’s 2002 earnings are not
distinguishable. For 2001, the Home appliances
segment included $294.8 million of Amana net sales.
In 2001, the Company recorded special charges in
operating income of $9.8 million with $7.9 million,
$0.7 million and $1.2 million recorded in Home
appliances, Commercial appliances and Corporate,
respectively. In 2000, the Company recorded special
charges in operating income of $39.9 million with
$19.7 million and $20.2 million recorded in Home
appliances and Corporate, respectively. For

additional disclosures regarding the special charges,
see the “Special Charges” section in the Notes to
Consolidated Financial Statements. Corporate assets
include such items as deferred tax assets, intangible
pension assets and other assets.

During the third quarter of 2002, Maytag
finalized the valuation of Amana’s net assets that
were purchased August 1, 2001. As a result, $21
million of goodwill was recorded in the third quarter
of 2002. The purchase contract contains a price
adjustment mechanism that, when ultimately settled,
could result in a change in this goodwill amount.

The reconciliation of segment profit to consolidated income from continuing operations before income
taxes, minority interests, extraordinary items and cumulative effect of accounting change consisted of the
following:

Total operating income for reportable segments .......
Corporate . .........viiiii
Interestexpense ............co i,
Lossonsecurities . ............cviviniiinennn...
Other—net ........ . i

Year Ended December 31
2002 2601 2000
In thousands

................. $408,753 $330,401 $507,669

................. (49,258) (41,249) (67,954)
................. (62,390) (64,828) (60,309)
................. — (7,230)  (17,600)
................. (1,449 (5,010) (5,152)

Income from continuing operations, before income taxes, minority
interests, extraordinary item and cumulative effect of accounting

change ........ .. .. .

................. $295,656 $212,084 $356,654

Financial information related to the Company’s continuing operations by geographic area consisted of the

following:

Net sales

Long-lived assets

United States . ..o

............. $4,666,031 $4,185,051 $3,891,500

............. $1,066,108 $1,035,735 $ 864,062

Year Ended December 31
2002 2001 2000
In thousands

............. $4,191,399 $3,815,213 $3,523,843

474632 369,838 367,657

Year Ended December 31
2002 2001 2000
In thousands

............. $1,046,263 $1,029,113 $ 857,008

19,845 6,622 7,054

Net sales are attributed to countries based on the location of customers. Long-lived assets consist of total
property, plant and equipment. Sales to Sears, Roebuck and Co. represented 13%, 12% and 12% of consolidated




net sales in 2002, 2001 and 2000, respectively.
Within the commercial appliances segment, the
Company’s vending equipment sales are dependent
upon a few major soft drink suppliers. The loss of
one or more of these customers could have a
significant adverse effect on the commercial
appliances segment.

The Company uses basic raw materials such as
steel, copper, aluminum, rubber and plastic in its
manufacturing processes in addition to purchased
motors, compressors, timers, valves and other
components. These materials are supplied by

Quarterly Results of Operations (Unaudited)

established sources and the Company anticipates that
such sources will, in general, be able to meet its
future requirements.

The number of employees of the Company in
the home appliances segment as of December 31,
2002 and 2001 were 19,378 and 20,288, respectively.
Approximately 44 percent and 43 percent of these
employees were covered by collective bargaining
agreements as of December 31, 2002, respectively.
The number of employees of the Company in the
commercial appliances segment as of December 31,
2002 and 2001 were 1,265 and 1,293, respectively.

The unaudited quarterly results of operations consisted of the following:

2002

Netsales (1) ..... P
Grossprofit () ....... ...

Income from continuing operations before
extraordinary item and cumulative effect of

accounting change (2) .. ........ ... ...
Basicearnings pershare . .....................
Diluted earnings pershare ....................
Netincome (loss) )& 3) ......... .. ........
Basic earnings (loss) pershare .. ...............
Diluted earnings (loss) per share ...............

2001

Netsales(1) .......... ... .
Grossprofit ......... . ... i

Income from continuing operations before
extraordinary item and cumulative effect of

accounting change (4) . ............... .. ...,
Basic earnings pershare ......................
Diluted earnings pershare ....................
Netincome (loss) (D) & (5) ....... ...t
Basic earnings (loss) pershare .................
Diluted earnings (loss) per share (6) ............

December 31  September 30 June 30

In thousands, except per share data

March 31

$1,127,401 $1,168,032 $1,192,955 $1,177,643
232,943 244,425 267,804 259,430
3,971 61,020 68,329 58,081

0.05 0.78 0.88 0.75

0.05 0.78 0.86 0.75

3,253 60,789 67,988 56,764

0.04 0.78 0.87 0.74

0.04 0.77 0.86 0.73

$1,098,880 $1,132,554 $ 975200 $ 978,417

233,036 219,468 193,658 218,680
23,790 37,491 27,672 78,585
0.31 0.49 0.36 1.03
0.31 0.48 0.35 0.99
(20,678)  (29,671) 21,807 76,278
0.27) (0.39) 0.29 1.00
0.27) (0.38) 1.08 0.96

(1) Amana was acquired effective August 1, 2001. Amana activities were integrated within Maytag’s existing
appliance organization during 2002, and Amana’s 2002 net sales are not distinguishable. The third and
fourth quarter of 2001 include net sales of Amana of $142.7 million and $152.1 million, respectively. The
results of operations were not significant to the periods presented.

(2) The third quarter of 2002 includes a $5.5 million after-tax ($8.3 million pre-tax included in gross profit)
gain on the sale of a distribution center. The fourth quarter of 2002 includes a $44.3 million after-tax ($67.1
million pre-tax) special charge associated with the closing of Maytag’s refrigeration plant located in
Galesburg, Illinois. Application of the nonamortization provisions of Statement No. 142, “Goodwill and




3)

)

&)

©)

Other Intangible Assets,” effective for fiscal years beginning after December 15, 2001, resulted in an
increase in income from continuing operations and net income of approximately $2.5 million for the first,
second, third and fourth quarters of 2002, respectively.

Includes the results of discontinued operations that were a $1.3 million loss, $0.3 million loss, $0.2 million
loss and $0.7 million loss for the first, second, third and fourth quarters of 2002, respectively.

The fourth quarter of 2001 includes a $6.2 million after-tax ($9.8 million pre-tax) special charge associated
with a salaried workforce reduction and asset write-downs and a $7.2 million special charge for loss on
securities. The first quarter of 2001 includes a one-time tax credit of $42 million.

Includes the results of discontinued operations that were a $2.3 million loss, $2.1 million loss, $62.0 million
loss and $44.5 million loss for the first, second, third and fourth quarters of 2001, respectively. The fourth
quarter 2001 discontinued loss of $44.5 million includes a $42.3 million provision for impairment of the
China joint venture. The third quarter 2001 discontinued loss of $62.0 million includes a $59.5 million loss
on the sale of Blodgett.

The third quarter of 2001 includes $5.2 million extraordinary item-loss on early retirement of debt. The
second quarter of 2001 includes a $3.7 million loss on cumulative effect of accounting change.

In the second quarter of 2001, the calculation of diluted earning per share as prescribed by Statement No.
128, “Earnings Per Share” resulted in a $63.1 million adjustment to the numerator that significantly
increased diluted earnings per share. The adjustment was related to the adoption of EITF 00-19 that required
the put options associated with the Maytag Trusts to be recorded as liabilities on the balance sheet (see
“Earnings Per Share” and “Cumulative Effect of Accounting Change” in the Notes to Consolidated
Financial Statements).
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